WKT  H  G 

n873/ 

A3 


If/  0 


THE  COMMONWEALTH  OF  AUSTRALIA. 


REPORT 


OF     THE 


EOTAL    COMMISSION 


ON 


INSUEANOE 


PART    I.-LIFE    ASSURANCE. 


f 


F.5332. 


I'riuled  and  Published  for  the  Government  of  the  Commonwealth  of  Australia  by  J.  Kemp, 
Government  Printer  for  the  State  of  Victoria. 


■^ 


^fn 


CONTENTS. 


Page 

Royal  C'ommissiou        ...            ...            ...             ...             ...  .„  ...  ...  ...  ...  ...  4 

Report — 

1.  Introduction...             ...             ."..             ...             ...  ...  ...  ...  ...  ...  ...  5 

'2.  Proliminary  steps        ...             ...             ...             ...  ...  ...  ...  ...  ...  ...  5 

;{.   Mode  of  Investigation                ...             ...             ...  ...  ...  ...  ...  ...  ...  6 

4.  Scope  of  Inquiry          ...             ...             ...             ...  ...  ...  ...  ...  ...  ...  7 

ii.   Kxtension  of  time  for  furnishing  report...             ...  ...  ...  ...  ...  ...  ...  7 

0.  Necessity  for  Life  Assurance  legislation               ...  ...  ...  ...  ...  ...  ...  7 

7.  Legislative  Provisions  for  securing  stability         ...  ...  ...  ...  ...  ...  ...  8 

H.   English  Life  Assurance  Legislation         ...             ...  ...  ...  ...  ...  ...  ...  9 

9.   Existing  Australian  Legislation               ...             ...  ...      ,       ...  ...  ...  ...  ...  9 

10.  American  Legislation ...             ...             ...             ...  ...  ...  ...  ...  ...  ...  9 

11.  Necessity  for  a  uniform  Australian  Law  of  Life  As.'<urance  ...  ...  ...  ...  ...  10 

12.  Nature  of  suggested  Federal  Law            ...             ...  ...  ...  ...  ...  ...  ...  10 

13.  Administration  of  suggested  Act             ...             ...  ...  ...  ...  ...  ...  ...  10 

14.  License  to  transact  Business     ...             ...             ...  ...  ...  ...  ...  ...  ...  11 

15.  Registration  of  Life  Assurance  Companies           ...  ...  ...  ...  ...  ...  ...  11 

16.  Inspection  of  Pre-Registration  Returns                ...  ...  ...  ...  ...  ...  ...  12 

17.  Cancellation  of  License              ...            ...            ...  ...  ...  ...  ...  ...  ...  12 

18.  Registration  of  Existing  and  New  Companies      ...  ...  ...  ...  ...  ...  ...  12 

19.  Expert  Advice  for  Commissioner            ...            ...  ...  ...  ...  ...  ...  ...  VZ 

20.  Australian  Representatives  of  Foreign  Companies  ...  ...  ...  ...  ...  ...  1.^ 

21.  State  Representatives  of  all  Companies                  ...  ...  ...  ...  ...  ...  ...  13 

"22.  Actions  for  Recovery  of  Penalties          ...            ...  ...  ...  ...  ...  ...  ...  13 

23.  Action  by  or  against  a  Private  Person  ...            ...  ...  ...  ._  ...  ...  ...  13 

24.  Deposit  with  Government        ...             ...            ...  ...  •   ...  ...  ...  ...  ...  13 

25.  Periodical  Returns  to  be  lodged  with  Government  ...  ...  ...  ...  ...  ...  17 

26.  Supply  of  Returns  to  Shareholders  and  Policyholders  ...  ...  ...  ...  ...  ...  19 

27.  Right  of  Inspection  by  Person  interested              ...  ...  ...  ...  ...  ...  ...  19 

28.  Inspection  by  Commissioner     ...            ...             ...  ...  ...  ...  ...  ...  ...  19 

29.  Standard  of  Solvency...             ...             ...             .„  ...  ...  ...  ...  ...  ...  19 

.30.  Amalgamation  and  Transfer    ...             ...             ...  ...  ...  ...  ...  ...  ...  20 

31.  Non-Forfeiture  or  Deferred  Forfeiture  ...             ...  ...  ...  ...  ....  ...  ...  21 

.32.   Guaranteed  Cash  Surrender  Values        ...             ...  ...  ...  ...  ...  ...  ...  21 

33.  Limitation  of  Contestability  of  Policy  ...            ...  ...  ...  ...  ...  ...  ...  22 

.34.  Company's  Default  not  to  Affect  Validity  of  Policy  ...  ...  ...  ...  ...  ...  23 

35.  Suicide              ...             ...            ...  ...  ...  ...  ...  ...  ...  23 

36.  Capital  Punishment    ...            ...            ...            ...  ...  ...  ...  ...  ...  ...  23 

37.  Admission  of  Age        ...             ...             ...            ...  ...  ...  ...  ...  ...  ...  24 

38.  Proof  of  Death            ...             ...            ...             ...  ...  ...  ...  ...  ...  ...  25 

39.  Protection  of  Policy  Moneys  against  Creditors    ...  ...  ...  ...  ...  ...  ...  26 

40.  Assignment  of  Life  Policies      ...            ...            ...  ...  ...  ...  ...  ...  ...  26 

41.  Lost  Policies...            ...            ...            ...            ...  ...  ...  ...  ...  ...  ...  27 

42.  Premiums  Carrying  a  Liability  to  Increase          ...  ...  ...  ...  ...  ...  ...  27 

43.  Married  Women's  Policies        ...            ...            ...  ...  ...  ...  ...  ...  ...  28 

44.  Minor's  Assurances     ...            ...            ...            ...  ...  ...  ...  ...  ...  ...  28 

45.  Payment  without  Probate  or  Letters  of  Administration    ...  ...  ...  ...  ...  ...  29 

46.  Transfer  from  one  State  to  another         ...            ...  ...  ...  ...  ...  ...  ...  29 

47.  Relative  Merits  of  Mutual  and  Proprietary  Companies  ...  ...  ...  ...  ...  ...  29 

48.  Representation  of  Participating  Policy-holders   ...  ...  ...  ...  ...  ...  ...  32 

49.  Qualifications  of  Company's  Actuary      ...            ...  ...  ...  ...  •••  ...  ...  32 

50.  Insurable  Interest       ...             ...             ...             ...  ...  ...  ...  ...  ...  ...  .33 

51.  Industrial  Assurance  ...            ...             ...            ...  ...  ...  ...  ...  ...  ...  34 

52.  Deferred  Bonus  Distributions  ...             ...            ...  ...  ...  ...  ...  ...  .-.  35 

53.  Audit            ...             ...  ...  ...  36 

54.  Twisting       ...            ...            ...            ...            ...  ...  ..  ...  ...  ...  ...  37 

!y5.  Rebates         ...            ...            ...            ...            ...  ...  ...  ...  ...  ...  ...  37 

56.  Standard  Policies        ...            ...            ...            ...  ...  ...  ...  ...  ...  ...  38 

Recommendations        .„            ...            ...            ...            ...  ...  ...  ...  ...  ...  ...  38 

Appendix  A. — Questions  submitted  to  officers  of  Life  Assurance  Companies  ...  ...  ...  ...  47 

Appendix  B. — Replies  to  Questions  submitted  to  officers  of  Life  Assurance  Companies  ...  ...  ...  51 

Appendix  C. — Correspondence  with  Life  Offices' Association  ...  ...  ...  ...  ...  ...  134 

Appendix  D. — Summary  of  evidence  furnished  in  writing  in  response  to  request  of  Royal  Commission  ...  136 
Appendix  E. — Principal  Life  Assurance  Acts  in  foi-ce  in  the  Commonwealth  of  Australia  and  the  Dominion  of 

New  Zealand               ...             ...             ...  ...  ...  ...  ...  ...  ...  143 

Appendix  F. — Life  Assurance  Legislation  Comparative  Statement...  ...  ...  ...  ...  ...  144 

Appendix  G. — Schedules  to  English  Act  of  1870  ...            ...  ...  ...  ...  ...  ...  ...  164 

Appendix  H. — Comparison  of  schedules  to  Acts  of  Australian  States  with  those  of  English  Act  ...  ...  170 

Appendix   I. — Statistics  of  business  of  Life  Assurance  Companies  operating  in  Australia        ...  ...  ...  174 

Appendix  J. — Copy  of  Preliminary  Report  of  Commission  embodying  application  for  extension  of  time  ...  191 

Appendix  K. — Notification  of  extension  of  time   ...             ...  ...  ...  ...  ...  ...  ...  193 


A2 


G84(i^? 


THE  COMMISSION. 


COMMONWEALTH  OF  AUSTSALIA. 


EDWARD  THE  SEVENTH,  by  the  Orace  of  God  of  the  Vniled  Kingdom  of  Great  Britain  and  Ire/and,  and 
of  the  British  Dominions  beyond  the  Seas,  King,  Defender  of  the  Faith,  Emperor  of  India. 


TO  our  Trusty  and  WeU-Beloved 

The  Honorable  Joseph  Henry  Hood,  one  of   our  Judges  of  the  Supreme  Court  of  our  State  of 
Victoria  ;   and  George  Handley  Knibbs,  Esquire,  Commonwealth  Statistician. 


Gbeetdto  : 

KNOW  you  that  we  do,  by  these  our  Letters  Patent,  appoint  you  to  be  Commissioners  to  inquire  into  and  report  upcm  the  law 
relating  to  and  the  methods  of  operating  Fire,  Life,  Industrial  and  other  Insurance  in  Australia  : 

AND  we  appoint  you  the  said  Joseph  H^ney  Hood  to  be  the  Chairman  of  the  said  Commissioners  : 

AND  we  direct  thai,  for  the  purpose  of  taking  evidence,  one  Commissioner  shall  be  sufficient  to  constitute  a  quorum, 
and  may  proceed  with  the  inquiry  under  these  our  Letters  Patent  : 

AND  we  further  direct  that  in  the  event  of  the  votes  given  on  any  question  at  any  meeting  of  the  said  Commissioners 
being  equul,  the  Chairman  shall  have  a  second  or  casting  vote  : 

AND  w2  require  you,  with  as  little  delay  as  possible,  and  before  the  thirtieth  day  of  June,  in  the  year  One  thousand  nine 
hundred  and  nine,  to  report  to  our  Oovemor-Oeneral  in  and  over  our  said  Commonwealth  the  result  of  your  inquiry  into  the 
matter  intrusted  to  you  by  these  our  Letters  Patent  : 

IN  TESTIMONY  WHEREOF  we  have  caused  our  Letters  to  be  made  patent,  and  the  Seal  of  our  said  Commonwealth 
to  be  thereunto  affixed. 

WITNESS  our  right  trusty  and  right  well-beloved  Wiluam  Humble,  Earl  of  Dudley,  a  member 
oj  our  Most  Honorable  Privy  Council,  Knight  Grand  Cross  of  our  Most  Distinguished  Order 
of  Saint  Michael  and  Saint  George,  Knight  Grand  Cross  of  our  Royal  Victorian  Order,  our 
Governor-General  and  Commander-in-Chief  in  and  over  our  Commonwealth  of  Australia,  at 
Melbourne,  in  the  State  of  Victoria  and  in  the  Commonwealth  aforesaid,  this  fifteenth  day  of 
December,  in  the  year  of  cur  Lord  One  thousand  nine  hundred  and  eight,  and  in  the  eighth 
year  of  our  reign. 

(Signed)  DUDLEY. 

By  His  Excellency's  Command, 

(Signed)        E.  L.  BATCH E LOR. 


Entered  on  record  by  me  in  Register  of  Patents,  No.  3,  page  198,  this  sixteenth  day  of  December,  One  thousand  nine 
hundred  and  eight. 

(Signed)  ATLEE  HUNT. 


REPORT  OF  THE  ROYAL  COMMISSION  ON  INSURANCE. 


PART  I -LIFE  ASSURA2(0E. 


To  His  Excellency  the  Right  Honorable  William  Humble,  Earl  of  Dudley, 
Member  of  the  Most  Honorable  Privy  Council,  Knight  Grand  Cross  of  the 
Most  Distinguished  Order  of  Saint  Michael  and  Saint  George,  Knight  Grand 
Cross  of  the  Royal  Victorian  Order,  Governor-General  and  Commander-in- 
Chief  in  and  over  the  Commonwealth  of  Australia  : 

May  it  Please  Your  Excellency — 

1.  INTRODUCTION. 

We,  your  Commissioners,  appointed  by  Letters  Patent  on  the  fifteenth 
day  of  December,  in  the  year  One  thousand  nine  hundred  and  eight,  to  inquire  into 
and  report  upon  the  ILdVf  relating  to  and  methods  of  operating  Fire,  Life,  Indus- 
trial, and  other  Insurance  in  Australia,  having  made  diligent  inquiry  into  the 
matters  referred  to  us,  have  now  the  honour  to  present  for  Your  Excellency's 
acceptance,  the  following  report. 

2.  PRELIMINARY  'STEPS. 

Immediately  upon  their  appointment,  your  Commissioners  took  steps 
to  render  themselves  conversant  with  the  law  and  methods  of  transacting  Insur- 
ance business  in  the  several  States  of  the  Commonwealth.  With  this  end  in  view, 
they  asked  the  Prime  Minister  to  obtain  for  them  from  the  Premiers  of  the  several 
States  the  following  particulars  : — 

(i.)  Copies  of  Acts  at  present  in  force  regulating  the  transaction  of 

Fire,  Life,  and  other  Insurance, 
(ii.)  Reports,  if  any,  of  State  Government  officers.  Royal  Commissions, 

or  Parliamentary  Select  Committees  on  Insurance, 
(iii.)  Returns  showing  the  names  and  addresses  of  Insurance  Companies 

registered  with  the  Registrar  of  Companies. 
(iv.)  Particulars  concerning  the  extent  to  which  Government  property 

is  insured  with  Fire  Insurance  Companies. 
(v.)  The  approximate  proportion  of  the  total  risk  which  is  carried  by 

Government  Departments  uninsured. 
(vi.)  The  nature  and  extent  of  special  insurance  funds  (if  any)  created 

in  such  cases, 
(vii.)  Tlie  amount  paid  by  the  Government  in  Fire  Insurance  premiums 

during  the  last  financial  year, 
(viii.)  The  names  of  the  Companies  with  which  such  fire  insurances  are 
effected. 

Your  Commissioners  also  communicated  directly  with  the  Crown  Law 
Departments  of  each  State  asking  to  be  furnished  with  a  complete  reference  to  the 
legislation,  past  and  present,  of  the  State,  bearing  upon  the  question  of  Insurance, 
including  in  such  reference  particulars  relative  to  "  Employers'  Liability  "  and 
"  Workmen's  Compensation." 
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In  response  to  these  requests,  extensive  information  was  furnished  by  the 
State  authorities  concerned,  which  has  been  of  considerable  service  to  your  Com- 
missioners. 

Your  Commissioners  are  of  opinion  that  a  complete  view  of  the  position  as 
regards  Australia  can  best  be  obtained  by  examining  not  only  the  Australian 
records,  but  also  those  of  other  countries  carrying  on  Insurance  business  under 
somewhat  similar  conditions.  For  this  purpose  extensive  particulars  were, 
through  the  Prime  Minister  of  the  Commonwealth,  obtained  from  the  Prime 
Minister  of  New  Zealand,  while  similar  information  concerning  the  United  King- 
dom, Canada,  nnd  South  Africa  was  obtained  as  a  result  of  direct  communication 
with  the  Board  of  Trade,  London;  the  Insurance  Superintendent,  Ottawa;  and 
the  Governmei't  xVc^uary,  Cape  Town,  respectively.  Your  Commissioners  were 
also  informed  that  the  various  Companies  carrying  on  Insurance  business  in  Aus- 
tralia were  willing  to  furnish  them  with  every  information  desired.  They  there- 
fore determined  to  avoid,  as  far  as  possible,  the  tedious  and  expensive  course  of 
examining  witnesses  on  oath,  and  decided  to  ascertain  in  the  first  instance  how  far 
they  could  proceed  in  a  cheaper,  quicker,  and  more  satisfactory  manner.  They 
accordingly  caused  a  set  of  questions  to  be  forwarded  to  the  representatives  of  the 
various  Companies  transacting  Life,  Fire,  or  Accident  Insurance  business  in  the 
Commonwealth,  with  a  covering  letter  setting  forth  the  objects  and  requirements 
of  the  Commission.  The  answers  received  to  these  inquiries  proved,  on  the  whole, 
very  satisfactory,  and  showed  that  the  subject  matter  had  been  gone  into  very  care- 
fully by  the  persons  to  whom  the  inquiries  were  submitted,  with  the  result  that 
your  Commissioners  were  afforded  the  utmost  assistance  in  their  deliberations. 

In  order  to  obtain  the  views  of  persons  not  directly  concerned  in  the  man- 
agement of  Insurance  Companies,  a  notice  was  inserted  in  the  leading  newspapers 
of  the  several  States,  indicating  that  your  Commissioners  were  desirous  of  receiving 
evi'dence  from  any  persons  who,  having  given  mature  consideration  to  the  various 
aspects  of  Life,  Fire,  or  Accident  Insurance,  considered  that  the  law  or  the 
methods  in  operation  in  Australia  in  connexion  with  these  classes  of  business  are, 
in  the  interests  of  the  public,  susceptible  of  improvement.  This  request  resulted 
in  the  receipt  of  a  very  few  replies.  In  addition,  two  other  informants  furnished 
statements  prior  to  the  appearance  of  the  notice  referred  to. 

Your  Commissioners  were  informed  that  a  body  known  as  the  Life  Offices 
Association,  and  comprising  representatives  of  most  of  the  leading  Australian 
Life  Assurance  Companies,  had  its  head-quarters  in  Sydney,  and  that  a  Com- 
mittee of  the  Association  had  recently  made  a  critical  examination  of  the  Law 
relating  to  Life  Assurance  in  Australia,  and  had  considered  the  subject  generally, 
with  a  view  to  suggesting  the  lines  which,  in  their  opinion,  legislation  should 
follow.  Your  Commissioners  accordingly  communicated  with  the  Association, 
asking  that  they  would  be  good  enough  to  place  the  results  of  their  deliberations 
at  the  disposal  of  your  Commissioners.  As  a  result  of  this  communication,  a 
special  meeting  of  the  Association  was  convened,  and  the  suggestions  formulated 
thereat,  relative  to  amendments  in  the  Australian  law  of  Life  Assurance  were 
duly  submitted  to  your  Commissioners. 

3.  MODE  OF  INVESTIGATION. 

In  pursuing  their  investigations,  your  Commissioners  have  adopted 
a  somewhat  unusual  course,  inasmuch  as  they  have  not  hitherto 
taken  evidence  on  oath.  Their  reasons  for  this  are  as  follow  : — The 
subject  which  they  are  directed  to  consider  consists  partly  of  law  which  is  to 
be  found  in  the  various  statute-books ;  partly  of  figures  about  which  there  can  be 
very  little  dispute;  and  partly  of  matters  of  opinion  which  do  not  receive  any  extra 
weight  by  being  given  on  oath.  Any  disputed  questions  of  fact  are  very  rare,  and 
may  easily  be  disposed  of  as  they  arise.  Moreover,  your  Commissioners  have  had 
the  assistance  of  the  evidence  taken  before  a  Select  Committee  of  the  Legislative 
Council  of  Victoria,  in  1890,  and  the  Hansard  Report  of  the  debates  thereon;  the 
evidence  taken  before  the  Life  Assurance  Inquiry  Board  of  Victoria  in  1896,  and 
the  report  thereon ;  the  evidence  taken  before  a  Select  Committee  of  the  House  of 
Lords  in  London,  in  1906,  and  the  report  thereon;  and  the  discussion  in  the 
House  of  Lords  and  House  of  Commons  on  the  English  Life  Assurance  Companies 


Act  of  1909;  all  of  which  are  directly  in  point.  In  addition,  they  have  had  the 
evidence  taken  by  the  Canadian  Royal  Commission  on  Insurance  appointed  iti 
1906,  and  the  report  thereon,  together  with  some  evidence  taken  in  New  York; 
which  have  also  been  of  indirect  assistance.  Numerous  papers  and  discussions 
reported  in  the  proceedings  of  professional  societies  in  Australia  and  elsewhere 
dealing  with  questions  of  law  and  practice  of  Life  Assurance  have  also  been 
examined,  and  useful  hints  and  suggestions  have  been  derived  therefrom. 

4.  SCOPE  OF  INQUIRY. 

The  Royal  Letters  Patent  appointing  your  Commissioners  set  forth  that 
the  object  of  that  appointment  is  "  to  inquire  into  and  report  upon  the  law  re- 
lating to,  and  the  methods  of  operating  Fire,  Life,  Industrial  and  other  Insurance 
in  Australia."  This  has  not  been  understood  by  your  Commissioners  as  requiring 
an  examination  of  the  financial  position  of  any  of  the  companies  carrying  on 
business  in  Australia,  but  rather  as  requiring  a  review  of  the  nature  of  the 
business  which  such  companies  transact,  and  of  the  laws  which  at  present  control 
their  operations.  The  instruction  "  to  report  upon  "  the  law  and  the  methods 
appear  to  call  for  definite  expressions  of  opinion  on  the  part  of  your  Commis- 
sioners concerning  amendments  which  they  consider  desirable  and  to  warrant 
them  in  furnishing  extensive  recommendations.  It  has  been  considered  necessary 
to  specially  refer  in  this  place  to  the  interpretation  placed  by  your  Commissioners 
upon  their  instructions,  as  certain  comments  which  have  been  published  appear 
to  have  been  dictated  by  an  idea  that  their  labours  would  lie  mainly  in  the 
direction  of  an  exhaustive  audit  and  actuarial  investigation  of  the  business 
of  existing  companies.  Apart  from  the  fact  that  had  any  such  searching  finan- 
cial inquiry  been  desired  it  would  have  been  embodied  in  a  definite  instruction 
unequivocally  set  forth  in  the  Commission  itself,  and  not  have  been  left  a  mere 
matter  of  inference,  the  time  allotted  clearly  showed  that  no  such  intention 
existed.-  Sixch  an  investigation  as  that  suggested  would  necessarily  have  involved 
a  very  large  expenditure  of  time  and  money,  and  would  have  virtually  amounted 
to  a  radical  change  in  the  method  of  regulating  insurance  business  without  the 
requisite  authority  from  Parliament.  What  your  Commissioners  have  done  has 
been  to  suggest  a  course  of  action  which,  as  the  result  of  their  inquiries,  they 
believe  will  lead  to  satisfactory  results,  and  which,  while  safeguarding  the  interests 
of  the  public,  will  not  unduly  harass  the  companies  or  retard  the  development  of 
insurance  along  those  lines  which  best  meet  the  public  requirements. 

5.  EXTENSION  OF  TIME  FOR  FURNISHING  REPORT. 

The  very  complex  character  and  extensive  range  of  the  subject  referred  to 
your  Commissioners  has  rendered  impossible,  within  the  time  laid  down  in  the 
Commission,  an  exhaustive  consideration  of  all  aspects  of  Insurance.  Your  Com- 
missioners consequently  decided  to  devote  their  attention  in  the  first  place,  mainly 
to  the  business  of  Life  Assurance  (Ordinary  and  Industrial),  and  to  examine 
thoroughly  the  Australian  law  and  methods  in  connexion  therewith,  so  as  to  be 
in  a  position  to  present  an  early  report  on  this  important  branch  of  Insurance 
business,  reserving  other  branches  for  subsequent  reports.  One  of  your  Commis- 
sioners (Mr.  G.  H.  Knibbs)  was  about  to  leave  for  Europe  upon  public  business,  in 
the  course  of  which  he  would  attend,  as  representative  of  the  Commonwealth,  an 
International  Congress  of  Actuaries,  to  be  held  in  Vienna,  between  the  6th  and 
13th  of  June.  Before  presenting  their  report  on  Life  Assurance,  your  Commis- 
sioners were  desirous  of  considering  the  various  aspects  of  the  question  in  the 
light  of  the  information  obtained  from  the  discussions  of  this  Congress,  which 
would  have  a  direct  bearing  upon  the  subject  submitted  to  them.  Under  these  cir- 
cumstances, therefore,  your  Commissioners  respectfullv  requested  that  the  time  for 
presenting  their  final  report  be  extended  at  least  to  30th  June,  1910.  To  this  re- 
quest Your  Excellency  was  graciously  pleased  to  accede. 

6.  NECESSITY  FOR  LIFE  ASSURANCE  LEGISLATION. 

The  necessity  for  special  legislation  dealing  with  the  business  of  Life 
Assurance  has  been  recognised  in  almost  all  countries  in  which  such  business  is 
transacted,  and  in  general  it  has  been  considered  insufficient  to  allow  only  the 
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general  law  relating  to  contracts  to  apply  to  this  class  of  business.  The  mam 
features  of  Life  Assurance  business  that  have  contributed  to  this  result  may  be 
said  to  be  as  follows : — • 

(i.)  The  fiduciary  character  of  the  business,  and  the  remoteness  of  the 

date  of  maturity  of  the  contracts, 
(ii.)  The  objects  for  which  assurances  are  usually  effected, 
(iii.)  The  conditions  under  which  the  contract  usually  matures,  viz. : — 

by  the  decease  of  one  of  the  parties, 
(iv.)  The  circumstances  under  which  the  recipients  of  policy  moneys 
are  often  placed. 
,     (v.)  The  complexity  of  the  business  and  the  far-reaching  effects    of 
maladministration. 

Although  the  business  of  Life  Assurance  consists  essentially  in  the  deposit 
and  withdrawal  of  moneys  under  certain  conditions  set  forth  in  the  contracts 
forming  the  basis  of  the  business,  and  for  that  reason  might  appear,  on  a  limited 
view,  to  stand  in  no  greater  need  of  special  legislation  than  such  a  business  as 
banking,  nor  to  require  for  its  control  any  further  provision  than  the  law  relating 
to  contracts  in  general,  the  features  above  set  out  furnish  ample  reasons  for  special 
legislative  control.  Even  when  compared  with  other  forms  of  insurance.  Life  As- 
surance business  may  be  said  to  occupy  almost  a  unique  position,  and  to  warrant 
in  connexion  _  with  the  institutions  transacting  it,  regulations  which  in  many 
other  cases  might  be  considered  unduly  inquisitorial  or  dictatorial.  For  example 
an  essential  distinction  between  a  Life  Assurance  contract  and  that  connected  with 
almost  any  other  form  of  insurance  lies  in  the  fact  that  the  former  contract  is  for 
an  extended  period,  while  the  latter  usually  relates  only  to  a  year  or  shorter  term, 
or  perhaps,  in  the  case  of  marine  insurance,  to  a  particular  voyage.  A  conse- 
quence of  this,  where  the  Life  Assurance  is  by  level  premiums,  or  premiums  of 
constant  amount  throughout  the  duration  of  the  period  stipulated  for  their  pay- 
ment, is  that  whilst  each  annual  premium  in  the  earlier  years  of  the  Life  Assur- 
ance contract  contains  more  than  sufficient  to  pay  for  the  risk  run  in  the  year  in 
respect  of  which  it  is  paid,  the  premium  in  the  case  of  most  other  forms  of  in- 
surance merely  covers  the  risk  for  the  year  or  shorter  period,  as  the  case  may  be. 
The  excess  in  the  earlier  Life  Assurance  premiums  over  the  value  of  actual  risk 
incurred,  requires  to  be  accumulated  to  meet  the  defect  in  the  premiums  payable 
in  respect  of  the  later  years  of  the  contract,  and  for  this  reason  Life  Assurance 
funds  partake  largely  of  the  character  of  trust  funds.  Owing  to  this  character- 
istic it  is  necessary  that  greater  precautions  should  be  taken  to  ensure  the  stability 
of  Life  Assurance  Companies  than  is  necessary  for  securing  that  of  Companies 
not  transacting  this  or  a  similar  form  of  insurance  business. 

7.  LEGISLATIVE  PROVISIONS  FOR  SECURING  STABILITY. 

The  two  principal  methods  which  have  been  adopted  by  the  legislatures  of 
various  countries  for  ensuring  the  stability  of  the  Companies  transacting  the 
business  of  Life  Assurance  are  those  which  may  be  known  as  the  "  Publicity  " 
method,  and  the  "  Supervision  "  method,  the  former  being  that  which  has  been 
followed  in  England,  and  the  latter  that  which  is  in  vogue  in  America.  Under 
the  "  Publicity  "  method,  each  Company  is  required  to  publish  such  full  details  of 
its  business  as  would  enable  any  competent  person  to  form  a  general  opinion  of 
the  stability  of  the  Company.  Under  the  "  Supervision  "  method  a  scrutiny  of  a 
more  or  less  searching  nature  concerning  the  detailed  workings  of  the  Company's 
business  is  undertaken  by  the  Government.  The  main  objection  to  the  "  Pub- 
licity "  method  is  that  by  its  means  rival  institutions  are  placed  in  possession  of 
detailed  information  which  may  be,  and  is  alleged  to  be,  used  unfairly.  As  a 
consequence,  a  sound  and  progressive,  but  young,  Company  may  possibly  by  such 
means  be  seriously  checked,  if  not  ruined.  The  business  of  Life  Assurance  is  so 
complex  that  the  unscrupulous  use  of  comparative  results  of  different  companies 
might  easily  convey  ideas  of  instability  which,  though  whollv  unjustified,  gain 
strength  from  the  fact  that  the  comparisohs  referred  to  are  based  upon  figures 
published  in  official  returns.  The  principal  objections  to  the  "  Supervision " 
method  are  (a)  that  the  Government  scrutiny  may  be  presumed  by  the  public  to 
imply  a  Government  guarantee  of  the  stability  of  the  institution  concerned;  (&) 


that  such  an  impression  tends  to  reduce  the  sense  of  responsibility,  and  the 
eiFiciency  of  the  officers  of  the  Company;  and  (c)  that  the  expense  of  efficient 
supervision  must  be  considerable. 

8.  ENGLISH  LIFE  ASSURANCE  LEGISLATION. 

English  legislation  dealing  specially  with  the  business  of  Life  Assurance 
may  be  said  to  date  from  the  passing  of  the  Life  Assurance  Companies  Act 
1870.  The  Policies  of  Assurance  Act  1867,  which  was  passed  three  years  pre- 
viously relates  merely  to  the  assignment  of  Life  Assurance  policies,  and  contains 
provisions  for  enabling  assignees  of  such  policies  to  sue  thereon  in  their  own 
names.  The  passing  of  the  English  Act  of  1870  was  the  direct  result  of  the 
failures  of  certain  Life  Assurance  Companies,  and  the  necessity,  shown  by  the 
distress  arising  therefrom,  for  some  special  means  of  ensuring  the  stability  of 
Companies  transacting  this  class  of  business.  Of  the  companies  which  collapsed 
during  this  period,  the  "  Albert "  and  the  "  European  "  were  those  whose  failure 
caused  the  most  widespread  loss.  The  former  of  these,  it  may  be  noted,  had,  in 
its  career  of  thirty-one  years'  duration,  absorbed  no  fewer  than  twenty-six  other- 
Life  Offices.  The  provisions  of  the  Act  of  1870,  and  its  extensions  in  the  Life 
Assurance  Companies  Act  1871  and  the  Life  Assurance  Companies  Act  1872, 
are  given  in  a  summary  form  in  Appendix  F  hereto.  These  Acts,  which,  taken 
together,  were  known  as  the  Life  Assurance  Companies  Acts  1870  to  1872,  have 
formed  the  basis  for  most  of  the  Australian  legislation  for  regulating  the  business 
of  Life  Assurance.  During  the  session  of  the  British  Parliament  in  1909,  a 
Consolidating  and  Amending  A\ct  was  passed,  which,  in  so  far  as  it  relates  to  Life 
Assurance,  follows  the  same  general  lines  as  the  Acts  of  1870  to  1872. 

9.  EXISTING  AUSTRALIAN  LEGISLATION. 

In  Appendix  E  hereto,  are  given  lists  of  the  Acts  of  the  several  States  of 
the  Commonwealth  dealing  with  Life  Assurance  matters.  In  each  State,  with 
the  exception  of  New  South  Wales,  there  exist  legislative  enactments  dealing  with 
the  conduct  of  Life  Assurance  business,  which  follow  more  or  less  closely  the  pro- 
visions of  the  English  Acts  of  1870  to  1872,  but  which  differ  from  them  and  from 
each  other  in  many  matters  of  detail.  A  tabular  statement  of  these  enactments 
is  furnished  in  Appendix  F  hereto,  thus  enabling  the  main  features  of  the  provi- 
sions of  the  several  State  enactments,  and  those  of  the  English  Acts,  to  be  com- 
pared. 

In  all  these  Acts,  the  principle  of  requiring  the  extensive  publication  of 
details  of  business,  and  of  allowing  practically  complete  freedom  as  to  methods 
of  conducting  such  business,  is  observed ;  in  short,  they  conform  to  the  "  Pub- 
licity," and  not  to  the  "  Supervision  "  method. 

10.  AMERICAN  LEGISLATION. 

In  the  United  States  of  America,   on  the  other   hand,    the   principle   of 
Government  supervision  has  been  extensively  applied,  and  as  each  State  has  power 
to  make  its  own  insurance  laws,  and  in  many  instances  has  used  that  power  to 
regulate  and  control  the  methods  of  conducting  the  business  of  Life  Assurance 
within  its  boundaries,  the  restrictions  imposed   on    Companies   whose   business 
spreads  over  several  of  the  States,  is  considerable.     Some  of  the  leading  provisions 
of  these  State  laws  relate  to  the  following  matters  : — 
(i.)  Authority  to  transact  business, 
(ii.)  Appointment  of  Attorney  in  each  State, 
(iii.)  Liability  to  special  taxation, 
(iv.)  Possession  of  stipulated  amount  of  funds. 
(v.)  Filing  of  annual  accounts, 
(vi.)  Methods  and  bases  of  valuation, 
(vii.)  Annual  licensing  of  agents, 
(viii.)  Prohibition  of  discrimination, 
(ix.)  Fraudulent  statements, 
(x.)  Paid-up  insurance. 
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In  all  cases  an  Insurance  Commissioner  is  appointed,  and  in  a  majority  of 
tne  States  the  tables  of  mortality  and  rates  of  interest  according  to  which  the 
liabilities  of  [the  Company  must  be  valued,  are  specified.  The  diversity  in  the  State 
laws  has  been  a  cause  for  frequent  complaint  on  the  part  of  the  American  Com- 
panies with  widely  spread  business,  and  the  case  for  uniformity  in  this  respect  has 
been  well  stated  by  the  late  Mr.  Sheppard  Homans,  an  eminent  New  York  Actuary, 
as  follows  : — "  A  Life  Insurance  Company  essentially  consists  of  a  trust  fund  and 
the  proper  administration  of  such  a  fund  demands  equality  between  the  benefi- 
ciaries. As  the  policy  holders,  the  sole  beneficiaries  of  such  a  trust  fund  reside  in 
different  States,  the  necessity  of  uniform  laws  for  the  administration  of  the  trust 
inheres  in  its  very  nature.  The  rights  of  a  beneficiary  residing  in  one  State  in  the 
administration  of  such  a  trust  should  be  determined  by  the  same  law  which 
governs  those  of  his  fellow  beneficiaries  residing  in  other  States.  Any  dis- 
crimination in  favour  of  a  beneficiary  residing  in  one  State  would  impair  the 
vested  rights  of  beneficiaries  residing  in  other  States." 

11.  NECESSITY  FOR  A  UNIFORM  AUSTRALIAN  LAW  OF  LIFE 

ASSURANCE. 

Owing  to  the  nature  of  the  legislative  enactments  of  the  several  States  of 
the  Commonwealth;  relative  to  the  conduct  of  Life  Assurance  business,  and  the 
fact  that  these  have  all  had  a  common  basis,  viz.,  the  English  Acts  of  1870  to 
1872,  there  does  not  exist  in  Australia  the  same  degree  of  inconvenience  and  want 
of  equity  from  variations  in  State  legislation  that  are  to  be  found  in  America; 
but  even  here  the  diversity  is  of  such  an  extent  that  the  enactment  of  a  uniform 
Federal  law  superseding  the  existing  State  legislation  would  represent  a  distinct 
gain  to  the  Companies  transacting  Life  Assurance  business  in  Australia,  and  in- 
directly to  their  policyholders,  since  under  it  the  present  necessity  for  lodging 
separate  deposits  and  returns  of  revenue,  expenditure,  assets,  liabilities,  &c.,  with 
the  separate  State  Governments  would  be  obviated,  the  deposits  and  returns 
lodged  with  the  Commonwealth  Government  applying  to  the  whole  of  AYistralia. 
The  authority  for  such  a  Federal  law  is  furnished  in  Section  51,  Sub-section  xiv., 
of  the  Commonwealth  Constitution,  in  which  power  is  given  to  the  Commonwealth 
Parliament  "  to  make  laws  for  the  peace,  order,  and  good  government  of  the 
Commonwealth  with  respect  to  Insurance,  other  than  State  Insurance,  also  State 
Insurance,  extending  beyond  the  limits  of  the  State  concerned." 

12.  NATURE  OF  SUGGESTED  FEDERAL  LAW. 

In  view  of  the  nature  of  the  existing  laws  of  Life  Assurance  in  Australia, 
of  the  conditions  under  which  the  business  of  Life  Assurance  in  the  Common- 
wealth has  been  developed,  and  of  the  generally  satisfactory  nature  of  that  busi- 
ness and  the  methods  by  which  it  has  been  transacted,  it  appears  desirable 
that  the  suggested  Federal  Act  should  be  based  upon  the  principles  underlying 
the  English  Acts,  that  is,  that  it  should  proceed,  in  the  main,  upon  the  lines  of  the 
'■  Publicity  "  method  rather  than  upon  those  of  the  "  Supervision  "  method.  It  is, 
of  course,  not  intended  to  suggest  that  the  provisions  of  the  Federal  Act  should 
adhere  closely  to  those  of  the  English  Acts,  as  the  period  of  nearly  forty  years 
which  has  elapsed  since  those  Acts  were  passed  has  witnessed  many  important 
developments  in  the  field  of  Life  Assurance,  and  the  difference  in  the  circum- 
stances and  conditions  connected  with  this  business  in  England  as  compared  with 
those  in  Australia  require  to  be  taken  into  account. 

13.  ADMINISTRATION  OF  SUGGESTED  ACT. 

In  the  case  of  the  United  Kingdom,  the  returns  furnished  by  the  various 
Companies  are  printed  annually,  presented  to  Parliament,  and  made  available 
for  public  sale.  In  the  several  States  of  Australia,  on  the  other  hand,  the  returns 
are  lodged  with  the  Registrar-General,  or  other  officer  occupying  a  similar  posi- 
tion, but  except  in  so  far  as  extracts  and  summaries  are  obtained  therefrom  for 
statistical  purposes,  the  returns  do  not  in  any  case  appear  to  be  made  readily 
available  to  the  public  by  the  Government.  It  is  probable  that,  in  connexion  with 
the  administration  of  the  suggested  Federal  Life  Assurance  Companies  Act,  the 
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most  satisfactory  results  would  be  obtained  by  appointing  an  officer  possessing 
the  requisite  qualifications  to  some  such  position  as  that  of  "  Insurance  Commis- 
sioner," and  by  requiring  him  to  see  that  the  provisions  of  the  Act  are  duly  com- 
plied with.  Ihis  otficer  should  be  required  to  promptly  examine  all  returns  lodged 
with  him  and  to  forward  to  the  Company  concerned  any  queries  or  comments  in 
connexion  therewith  that  he  may  consider  it  necessary  to  make.  After  sufficient 
time  had  el-apsed  to  admit  of  replies  being  received  from  the  various  Companies, 
the  whole  of  the  returns,  together  Math  such  queries,  comments,  and  replies  should 
be  printed  in  such  form  as  the  Commissioner  deems  desirable,  for  presentation  to 
Parliament,  and  for  public  distribution.  By  such  means  the  fullest  publicity 
would  be  given  to  the  business  of  the  companies,  and  to  their  explanations  of  any 
points  which  may  have  appeared  to  the  Commissioner,  to  require  elucidation, 
and  the  similar  features  of  the  returns  could,  if  desired,  be  presented  in  a  suitable 
form  for  effective  comparison. 

14.  LICENSE  TO  TRANSACT  BUSINESS. 

On  the  due  compliance  by  any  company  with  the  requirements  of  the  Act, 
your  Commissioners  consider  that  the  company  should  receive  from  the  Commissioner 
a  license  entitling  it  to  carry  on  the  business  of  Life  Assurance  in  the  Common- 
wealth, and  that  such  license  should  continue  in  force  until  it  had  been  proved 
to  the  satisfaction  of  the  Commissioner  that,  owing  to  misadventure,  fraud,  or 
other  cause,  the  Company  was  no  longer  worthy  of  public  confidence.  It  may, 
perhaps,  be  thought,  and  it  has  been  alleged,  that  the  issue  of  such  a  license  by  the 
Government  would  be  taken  by  the  public  as  a  guarantee  of  the  stability  of  the 
Company,  but  such  an  opinion  does  not  appear  warranted,  since  in  many  other 
classes  of  business  licenses  are  issued  without  any  implication  of  Government 
guarantee. 

15.  REGISTRATION  OF  LIFE  ASSURANCE  COMPANIES. 

Before  the  issue  of  a  license  to  any  Company,  it  should  be  compulsory  for 
he  Commissioner  to  obtain  evidence  concerning  the  Company's  bona  fides,  and 
also  to  procure  from  the  Company  for  public  inspection  such  documents  and 
returns  as  would  enable  an  intending  policyholder  to  form  a  reliable  opinion  con- 
cerning the  stability  of  the  Company.  By  such  means,  while  not  undertaking  to 
guarantee  stability,  the  Government  would  be  ensuring  that  the  claims  of  any  such 
Company  for  consideration  should  be  made  fully  available  to  all  whom  it  con- 
cerned. 

One  of  the  primary  evidences  of  bona  fides  should  be  the  lodging  with  the 
Government  of  an  adequate  deposit,  and  no  Company  should  be  registered  for  the 
transaction  of  Life  Assurance  business  in  the  Commonwealth  until  such  deposit 
had  been  lodged.  A  copy  of  the  document  constituting  the  Company,  whether 
Act,  Royal  Charter,  Deed  of  Settlement,  Memorandum  of  Association,  or  other 
document,  should  also  be  lodged  as  further  evidence  of  the  Company's  standing, 
and  this  document  should  be  accompanied  by  particulars  concerning  the  share- 
holders, chief  executive  officers,  auditors,  solicitors,  and  bankers  of  the  Company,  as 
well  as  the  name  and  qualifications  of  the  Actuary  responsible  for  the  valuation  of 
the  Company's  liabilities  and  assets.  In  connexion  with  this  latter,  it  appears  advis- 
able that  a  statement  should  be  given  as  to  the  relation  of  the  Actuary  to  the  Com- 
pany, that  is,  whether  continuously  employed  as  an  officer  of  the  Company,  or  only 
retained  for  special  purposes.  If  the  Company  is  one  already  engaged  in  the 
business  of  Life  Assurance,  it  should  be  required  to  furnish  particulars  of  its 
revenue  and  expenditure  for  its  previous  financial  year,  and  a  copy  of  its  latest 
valuation  report.  These,  together  with  a  statement  of  the  methods  employed  in 
making  the  valuation,  and  the  rate  of  interest  at  which  the  funds  are  invested, 
would  enable  an  idea  to  be  formed  of  the  financial  position  of  the  Company.  In- 
formation should  also  be  furnished  concerning  the  capital  of  the  Company  if 
proprietary;  and  a  distinction  should  be  made  between  nomin-al,  subscribed,  and 
paid-up  capital.  If  to  the  foregoing  be  added  a  copy  of  the  Company's  Articles 
of  Association,  By-laws,  &c.,  the  location  of  its  Head  Office,  a  statement  of  the 
countries  in  which  it  is  doing  business,  and  of  the  branches  of  business  in  which 
it  is  onofaged.  it  may  be  considered  that  a  sufficiently  com|)lete  fund  of  information 
concerning  tlie  nature  and  methods  of  the  Company  will  have  been  obtained. 
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16.  INSPECTION  OF  PRE-REGISTRATION  RETURNS. 

In  order  that  the  documents  and  returns  lodged  with  the  Insurance  Com- 
missioner on  application  for  registration  should  fully  serve  the  purpose  for  which 
they  are  intended,  it  would  be  desirable  that  arrangements  should  be  made  for 
enabling  the  public  to  inspect  them  on  the  payment  of  a  nominal  fee,  say,  two 
shillings  and  sixpence  (2s.  6d.).  Such  inspection  would  probably  be  most  readily 
provided  for  at  the  office  of  the  Insurance  Commissioner. 

17.  CANCELLATION  OF  LICENSE. 

As  the  issue  of  a  license  to  transact  Life  Assurance  business  is  contingent 
upon  the  licensed  Company  duly  satisfying  the  Insurance  Commissioner  that  it  has 
complied  with  the  requirements  of  the  Act,  and  has  furnished  the  prescribed 
guarantees  of  bona  fides,  so  any  deliberate  failure  in  the  continued  compliance 
with  the  provisions  of  the  Act  on  the  part  of  the  Company,  or  the  possession  by 
the  Commissioner  of  evidence  sufficient  to  satisfy  him  that  the  Company  is  in  an 
insolvent  condition  should  warrant  the  cancellation  of  the  license  by' the  Commis- 
sioner. Where,  for  example,  it  has  been  found  that,  through  loose  methods  of 
business,  th;rough  malversation  of  funds,  or  for  other  causes,  the  Company's 
position'  has  become  hopelessly  insolvent,  it  would  clearly  be  inadvisable  to  permit 
the  Company  to  continue  to  take  new  business,  and  the  cancellation  of  its  license 
should  be  a  necessary. consequence.  It  would  also  appear  desirable  that  the  con- 
tinuance in  force  of  the  license  should  depend  upon  due  compliance  with  the 
provisions  of  the  suggested  Federal  Act  since  that  Act  is  intended  to  safeguard 
the  interests  of  the  policyholders,  and  since  also  a  wilful  failure  to  comply  in  any 
material  point  should  be  regarded  as  a  serious  offence.  Moreover,  should  a  charge 
of  corrupt  practices  or  malversation  of  funds  be  proved  against  the  Company  a 
cancellation  of  the  Company's  license  should  follow.  In  order,  however,  that  the 
Company  may  have  due  opportunity  to  appeal  against  the  action  of  the  Commis- 
sioner, it  should  be  provided  that  the  cancellation  shall  not  take  eiJect  for  the 
period  of  one  calendar  month,  during  which  time  the  Company  may  apply  to  the 
Court  to  restrain  the  Commissioner,  and  power  should  be  given  to  the  Courts  to 
deal  with  the  matter. 

18.  REGISTRATION  OF  EXISTING  AND  NEW  COMPANIES. 

All  Companies  carrying  on  the  business  of  Life  Assurance,  whether  exist- 
ing prior  to,  or  starting  subsequently  to,  the  commencement  of  the  proposed  Act, 
should  be  required  to  register  with  the  Commissioner,  and  to  obtain  a  license  from 
him.  In  the  case  of  existing  Companies,  a  term,  say,  of  six  months,  might  be 
allowed  within  which  registration  should  be  effected,  but  failure  to  register  within 
that  time  should  obviously  carry  with  it  a  somewhat  heavy  penalty.  Similarly 
the  commencing  of  Life  Assurance  business  in  the  Commonwealth  without  due 
registration  should  be  punishable.  If  the  principle  of  publicity  is  to  be  fully 
carried  out,  it  must  be  enforced  at  the  initiation  as  well  as  at  the  subsequent  stages 
of  the  company's  business  in  the  Commonwealth.  As  to  the  extent  of  the  penalty, 
it  may  be  suggested  that  an  initial  penalty  of,  say,  £2,000  for  the  original  offence, 
with  a  further  penalty  of  £500  a  day  for  a  continuance  of  it  would  probably  act  as 
a  sufficient  deterrent.  A  similar  penalty  per  day  should  also  attach  to  any  Com- 
pany continuing  the  transaction  of  Life  Assurance  business  after  the  cancellation 
of  its  license. 

19.  EXPERT  ADVICE  FOR  COMMISSIONER. 

In  many  matters  connected  with  the  business  of  Life  Assurance,  particu- 
larly in  connexion .  with  such  matters  as  solvency,  amalgamation,  and  transfer  of 
Companies  carrying  on  such  business,- it  is  of  importance  that  the  interests  of  both 
the  public  and  the  Companies  concerned  should,  as  far  as  possible,  be  safe- 
guarded. For  this  purpose,  it  appears  desirable  that  the  Commissioner  should  be 
authorized  to  obtain  such  actuarial,  or  other  advice,  as  may,  in  his  discretion, 
appear  to  be  necessary. 
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20.  AUSTRALIAN  REPRESENTATIVES  OF  FOREIGN  COMPANIES. 

For  the  purpose  of  facilitating  negotiations  between  the  Commissioner  and 
foreign  Companies,  it  would  appear  desirable  that  some  person  permanently  resi- 
dent in  the  Commonwealth  should  be  nominated  to  act  in  all  such  matters  as  the 
representative  of  the  Company,  and  that  all  contracts  and  agreements  made  by 
him  on  behalf  of  the  Company  should  be  binding  on  the  Company.  At  present,  in 
connexion  with  some  branches  of  Insurance,  certain  Companies  have  central  Aus- 
tralian offices,  while  others  regard  the  business  of  each  State  as  forming  a  sepa- 
rate agency  in  direct  communication  with  Head  Office.  As  this  latter  arrange- 
ment would,  in  connexion  with  the  suggested  Federal  Act,  only  tend  to  complicate 
matters,  it  appears  desirable  that  in  all  cases  of  foreign  offices  conducting  Life 
Assurance  business  in  the  Commonwealth,  an  Australian  representative  should 
be  appointed,  and  that  his  name  and  address  should  be  registered  with  the  Com- 
missioner. It  would,  of  course,  be  necessary  to  arrange  for  the  registration  of  a 
fresh  representative  from  time  to  time  as  occasion  required. 

2L  STATE  REPRESENTATIVES  OF  ALL  COMPANIES. 

For  the  purpose  of  providing  policyholders  with  the  most  complete  facili- 
ties for  obtaining  the  rights  accruing  to  them  under  their  policy  contracts,  it 
would  appear  desirable  that  in  each  State  of  the  Commonwealth  in  which  any 
Company  is  carrying  on  the  business  of  Life  Assurance,  a  permanent  resident  of 
the  State  should  be  appointed  as  the  agent  of  the  Company  for  the  purpose  of 
suing,  or  being  sued,  on  behalf  of  the  Company.  Where  the  Company  is  a  foreign 
one,  the  Australian  representative  might,  if  it  be  so  desired,  be  also  the  State  repre- 
sentative for  that  State  in  which  he  permanently  resides.  The  necessity  for  such 
a  representative  is  evidenced  by  the  fact  that  in  New  South  Wales  an  action 
against  a  foreign  Company  failed  on  the  ground  that  the  Company  was  not 
domiciled  in  that  State.  (See  Trans.  2nd  International  Actuarial  Congress, 
1898,  p.  187.) 

22.  ACTION'S  FOR  RECOVERY  OF  PENALTIES. 

It  is  desirable  in  all  cases  that  the  actions  against  a  Company  for  the 
recovery  of  penalties  should  be  so  taken  as  to  inflict  on  the  Company  as  little  hard- 
ship as  possible  in  addition  to  the  penalties  themselves.  With  this  end  in  view, 
it  is  suggested  that  all  actions  for  the  recovery  of  penalties  taken  by  the  Govern- 
ment should  be  taken  in  that  State  in  which  the  oJffence  is  alleged  to  have  occurred, 
and  that  if  it  is  alleged  to  have  occurred  in  two  or  more  States,  the  action  should 
be  taken  in  the  State  in  which  the  Head  Office  of  the  Company  is  situated,  or  in 
which,  in  the  case  of  a  foreign  company,  the  Australian  representative  of  the 
Company  is  registered  as  resident.  Such  penalties  should  be  sued  for 
in  the  name  of  the  Insurance  Commissioner,  or  any  person  authorized  in 
writing  by  him  to  act  in  his  behalf.  All  moneys  received  by  way  of  penalties 
should  be  paid  by  the  Commissioner  into  the  Consolidated  Revenue  Fund  of  the 
Commonwealth. 

'23.  ACTION  BY  OR  AGAINST  A  PRIVATE  PERSON. 

Where  the  action  is  taken  by  or  against  a  person  other  than  a  representa- 
tive of  the  Commonwealth  Government,  it  would  be  inequitable  to  require  the 
attendance  of  such  a  person  at  a  Court  in  any  other  State  than  that  in  which  he 
resides.  The  cost  of  an  action  often  falls  with  comparative  lightness  on  the  Com- 
pany which  has  extensive  resources  available  for  such  purposes,  while  on  the  indi- 
vidual litigant  the  law  costs  may  press  heavily,  hence  it  is  desirable,  as  far  as 
possible,  to  limit  the  expenses  of  action. 

24.  DEPOSIT  WITH  GOVERNMENT. 

At  the  present  time,  a  deposit  with  the  Government  is  required  in  all  the 
States,  except  New  South  Wales,  from  Companies  commencing  the  business  of 
Life  Assurance  therein,  but  the  amounts  vary  considerably,  as  also  do  the  conditions 
relative  to  the  retention  or  return  of  such  deposits.  In  Victoria,  a  deposit  of 
£5,000  is  required,  and  this  deposit  is  returnable  to  the  Company  when  the 
accumulation  of  premiums  reaches  £15,000.  In  Queensland  and  Western  Australia 
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the  deposit,  which  is  not  returnable,  amounts  to  £10,000,  while  in  South  Australia 
there  is  a  non-returnable  deposit  of  £5,000,  rising  to  £20,000,  and  in  Tasmania 
a  deposit  of  £5,000,  returnable  in  the  case  of  a  local  Company  on  the  accumula- 
tions of  premiums  reaching  £15,000,  but  not  returnable  in  the  case  of  a  foreign 
Company. 

The  English  Act  of  1870,  from  which  the  principle  adopted  in  these  State 
Acts  has  been  derived,  provides  for  a  deposit  of  £20,000,  to  be  returnable  when  the 
accumulated  premiums  amount  to  £40,000. 

The  main  object  in  requiring  a  deposit  has  been  that  of  preventing  the  pro- 
motion of  "  bubble  "  or  "  mushroom  "  Companies,  but  it  has  been  urged  that  the 
imposition  of  a  heavy  initial  deposit  would  effectually  prevent  the  formation  of 
any  mutual  societies.  It  has  also  been  stated  that  if  the  present  English  law 
relating  to  deposits  had  been  in  force  in  Australia  throughout,  none  of  the  exist- 
ing Australian  mutual  offices  could  have  been  started.  A  reason  which  has  been 
urged  in  favour  of  the  principle  of  requiring  a  Government  deposit  has  been  lihat 
of  guaranteeing  that  a  certain  amount  of  funds  should  be  available  in  the  State  to 
meet  any  claims  arising  in  the  State.  In  several  cases  the  Acts  distinctly  provide 
that  the  deposits  in  the  State  should  be  regarded  as  securities  to  be  held  for  the 
benefit  of  that  State's  policyholders,  and  should  not  be  withdrawable 
whilst  any  policies  on  the  lives  of  citizens  of  the  respective  States  remain  in 
force.  The  question  of  special  deposits  with  the  Government  in  the  case  of  foreign 
companies  was  exhaustively  investigated  by  a  Committee  of  the  British  House  of 
Lords  in  1906,  and  objections  raised  to  such  a  course  are  stated  in  the  Commit- 
tee's Report  in  the  following  terms  (see  House  of  Lords'  Reports,  1906,  p.  217) : — 

The  principal  objections  raised  by  the  witnesses  to  making  it  compulsory  on  Foreign  Companies 
t>  deposit  in  this  country  funds  (beyond  the  sum  of  ;^20,ooo  under  the  Life  Assurance  Companies 
Act  of  1870,  to  which  reference  will  ,be  made  in  a  subsequent  paragraph)  for  the  special  benefit  of  their 
British  policyholders  seem  to  be : — 

(i.)  That  such  a  system  would  be  contrar)-  to  the  principles  with  regard  to  Insurance  Com- 
panies, which  have  hitherto  prevailed  in  Great  Britain. 

(ii.)  That  it  would  violate  the  principle  that  the  whole  of  the  funds  of  an  Insurance  Com- 
pany should  be  available  for  the   claims  of  all  policyholders  alike. 

(iii.)  That  if  any  regulations  of  this  kind  were  adopted  it  would  undoubtedly  lead  to 
reprisals  on  the  part  of  Foreign  Go\ernments. 

(iv.)  That  if  any  such  deposit  of  funds  were  made  compulsory  on  Foreign  Life  Insurance 
Companies,  it  might  lead  the  public  to  suppose  that  the  solvency  of  such  Companies 
was  guaranteed  by  the  British  Government. 

(v.)  That  any  such  deposit  might  seem  to  imply  a  statutory  basis  of  valuation,  the  tendenc}' 
of  which,  it  has  been  pointed  out,  would  be  likely  to  weaken  rather  than  to  strengthen 
reserves. 

(vi.)  That  any  such  deposit  of  securities  would  appear  to  give  an  unfair  advantage  to 
British  subjects  holding  policies  in  a  Foreign  Compwny,  whilst  under  such  limited 
State  supervision  it  is  doubtful  whether  the  pwlicyholders  would  be  as  well  pro- 
tected as  they  are  by  the  control  through  publicity  and  freedom,  which  exists  with 
regard  to  British  Companies. 

The  report  then  proceeds  as  follows : — 

In  view,  therefore,  of  the  evidence  which  they  have  heard,  the  Committee  do  not  consider  that, 
in  the  interests  of  British  policyholders,  it  is  desirable  to  compel  Foreign  Companies  to  deposit  funds 
in  this  Country. 

But  the'  Committee,  although  they  cannot  recommend  that  any  obligation  should  be  placed  on 
Foreign  Companies  to  which  British  Companies  are  not  also  liable,  are  of  opinion  that  Foreign  Com- 
panies, which  do  business  in  this  country,  should  be  placed  as  far  as  possible  in  the  same  position  as 
the  British  Companies  with  which  they  compete.  They  should,  in  fact,  be  made,  as  far  as  possible, 
to  comply  in  all   respects  with  the  requirements  of  the  Life  Insurance  Compajnies  Act  of  1870. 

The  statement  that  the  Committee  did  not  consider  it  "  desirable  to  compel 
Foreign  Companies  to  deposit  funds  in  this  country  "  would  appear  in  the  light  of 
subsequent  statements  and  recommendations  in  the  Report  to  require  a  qualifica- 
tion similar  to  that  used  in  the  paragraph  summarizing  witnesses'  objections. 
What  the  Committee  evidently  intended  to  state  was  that  it  did  not  consider  it 
"  desirable  to  compel  Foreign  Companies  to  deposit  funds  in  this  country  "  beyond 
the  sum  of  £20,000,  under  the  Life  Assurance  Companies  Act  of  1870. 

The  recommendation  of  the  Committee  with  reference  to  Government 
Deposit  was  "that  every  Company  which  carries  on  business  in  Great  Britain 
should  be  required  to  maintain  this  deposit  of  £20,000  permanently  so  long  as  any 
policies  continue  outstanding  in  this  country."  This  recommendation  was  em- 
bodied in  the  Act  which  was  passed  by  the  British  Legislature  in  1909. 
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With  a  view  to  ascertaining  the  opinions  on  this  question  of  representa- 
tives of  Companies  transacting  Life  Assurance  business  in  the  Commonwealth,  a 
series  of  questions  was  submitted,  the  replies  to  which  appear  in  Appendix  B 
hereto.  Questions  65-70.  The  opinions  expressed  differ  considerably  from  each 
other,  but  the  weight  of  opinion  appears  to  favour  the  provisions  of  the  English 
Act  for  a  deposit  of  £20,000,  with  a  proviso,  however,  similar  to  that  of  House 
of  Lords  Committee  for  a  permanent  retention  of  the  deposit,  while  Australian 
business  remains  on  the  companies'  books.  The  weight  of  opinion  also  is  in  favour 
of  requiring  a  deposit  from  all  companies,  and  not  only  from  those  commencing 
business,  thus  further  agreeing  with  the  recommendation  of  the  House  of  Lords 
Committee. 

A  question,  as  to  the  desirability  of  requiring  a  deposit  bearing  a  definite 
ratio  to  the  liability  incurred,  elicited  conflicting  replies.  For  example,  the 
representative  of  one  Company  stated  that  he  thought  "  it  would  be  an  excellent 
thing  if  the  Government  were  to  require  a  deposit  of  assets  representing  the 
liability  on,  say,  4  per  cent,  pure  premium  basis,"  and  remarked  further  that  "  if 
assets  were  made  readily  available  by  the  Government,  there  could  be  no  more 
objection  to  depositing  with  the  Government  than  with  a  bank  or  a  safe  deposit 
company."  On  the  otlaer  hand,  one  representative  stated  that  he  believed  "  such 
a  method  would  be  unsound  in  practice,  and  hurtful  to  Life  Insurance  institutions 
generally,"  while  another — who  said  that  "  if  the  ratio  referred  to  were  much  less 
than  unity,  the  Commonwealth  would  appear  ridiculous  when  winding  up,  showed 
that  it  had  been  holding  on  to  an  insufficient  amount  of  deposit  " — stated  that  "  if 
the  ratio  were  unity,  or  nearly  so,  the  solvent  companies  would  be  much  hampered 
in  their  operations  needlessly." 

In  January  of  the  present  year  the  matter  was  also  considered  in  Sydney 
by  a  meeting  of  the  Life  Offices  Association,  at  which  most  of  the  Australian 
companies  were  represented.  In  the  opinion  of  the  Association,  it  was  desir- 
able that  a  Federal  Life  Assurance  Act  should  contain  provisions  "  that  an 
initial  deposit  of  £10,000  be  made  by  every  Company,  to  be  increased  from  time 
to  time  by  an  amount  equal  to  25  per  cent,  of  the  excess  of  the  Company's  receipts 
over  disbursements  within  the  Commonwealth  until  a  maximum  of  £100,000  has 
been  deposited.  Such  deposits  to  be  in  the  form  of  freeholds,  mortgages,  and 
other  approved  securities.  The  Company  to  have  the  right  to  withdraw  any 
deposit  on  substituting  securities  of  equal  value.  All  deposits  to  be  liable  to  be 
levied  upon  in  satisfaction  of  a  Supreme  Court  judgment." 

After  a  careful  examination  of  the  various  aspects  of  the  question,  we 
consider  that  it  is  desirable  that  a  substantial  deposit  should  in  all  cases  be  lodged 
with  the  Commonwealth  Government,  and  that  the  case  of  any  Life  Assurance 
Company  formed  within  the  Commonwealth  after  the  passing  of  the  Act  should 
receive  special  treatment.  We  also  agree  with  the  principle  contained  in  the 
recommendation  of  the  Committee  of  the  House  of  Lords,  and  provided  for  in 
the  Assurance  Companies  Act  of  1909,  viz.,  that  the  same  deposit  should  be 
required  from  all  Companies  carrying  on  the  business  of  Life  Assurance  in  the 
Commonwealth,  and  that  it  should  be  retained  so  long  as  any  of  the  Company's 
Commonwealth  policies  continue  outstanding. 

This  deposit,  it  must  be  understood,  is  not  to  be  regarded  as  in  any  way 
guaranteeing  the  solvency  of  the  Company,  or  as  forming  security  for  the  sole 
benefit  of  the  Commonwealth  policyholders,  but  only  as  providing  a  substantial 
sum  which,  in  case  of  need,  may,  by  order  of  the  Court,  be  made  payable  to 
creditors  of  the  Company.  In  the  event  of  declared  insolvency,  we  are  of  opinion 
that  the  course  suggested  by  the  representative  of  one  of  the  Companies  (see 
Appendix  B,  Question  70,  Keply  4)  should,  in  the  main,  be  followed ;  that  is,  "  if  a 
Company  becomes  insolvent,  the  deposit  should  not  be  held  by  the  Commonwealth 
xmtil  the  whole  of  the  Company's  liabilities  in'the  Commonwealth  shall  be  paid  in 
full,  but  only  until  the  liabilities  of  the  Company  in  the  Commonwealth  on  the 
basis  of  the  winding  up  are  paid  in  full,  and  any  surplus  should  then  be  forwarded 
to  the  liquidator  to  enable  him  to  carry  out  the  scheme  of  Distribution  of  Assets." 

As  regards  the  amount  of  deposit  to  be  payable,  it  appears  to  us  that  an 
initial  deposit  of  £20,000  by  existing  Companies,  or  foreign  Companies,  com- 
mencing business  rising  by   annual  increments   of   £10,000  to   a  maximum   of 
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£100,000,  would  not  be  unduly  severe,  and  would' furnish  all  that  could  be  reason- 
ably required  as  a  guarantee  of  the  bona  fides  of  any  Company  undertaking  the 
business  of  Life  Assurance  in  the  Commonwealth. 

As  to  new  companies,  the  objection  that  such  a  stipulation  if  unqualified, 
would  prevent  the  formation  in  the  Commonwealth  of  any  further  mutual  societies 
appears  to  us  a  valid  one,  as  we  consider  that  it  should  be  no  part  of  the  business 
of  the  Legislature  to  prescribe,  either  directly  or  indirectly,  the  proprietary  form 
of  government  as  that  to  be  adopted  by  future  Australian  Life  Assurance  Com- 
panies. It  would,  however,  be  impolitic  in  our  opinion  to  reduce  the  initial 
deposit  to  a  merely  nominal  amount,  as  that  would  offer  no  safeguard  against  the 
introduction  of  so-called  "  mushroom  "  companies.  We  are  of  opinion  that  the 
best  course  to  follow  would  be  to  require  an  initial  deposit  of  not  less  than  £2,000 
with  annual  increments  of  25  per  cent,  of  the  premium  income  of  the  company 
until  the  maximum  of  £100,000  is  reached,  provided  that  if  25  per  cent,  of  the 
premium  income  should  in  any  year  exceed  £10,000,  no  greater  increment  than 
£10,000  should  be  required. 

As  regards  foreign  companies  proposing  to  commence  business  in  the  Com- 
monwealth, the  same  objection  to  a  heavy  initial  deposit  does  not  apply,  for  we 
consider  that  no  foreign  company  should  be  regarded  as  eligible  to  conduct  Life 
Assurance  business  in  the  Commonwealth  until  it  has  established  itself  sufficiently 
in  its  country  of  origin  to  be  in  a  position  to  make  the  initial  deposit  of  £20,000 
with;  the  suggested  annual  increments. 

In  some  cases  the  provision  of  an  initial  deposit  of  £20,000,  with  annual 
increments  of  £10,000,  might  possibly  press  unduly  on  certain  recently  formed 
companies  at  present  carrying  on  the  business  of  life  assurance  in  the  Common- 
wealth. In  this  case  we  would  suggest  that  the  initial  deposit  should  represent 
not  less  than  25  per  cent,  of  the  present  assurance  fund  of  the  company,  and  that 
the  annual  increments  should  represent  25  per  cent,  of  the  premium  income,  or 
£10,000,  whichever  is  the  smaller,  the  determination  of  the  amount  of  the  initial 
deposit  being  decided,  with  the  above  proviso,  by  the  Insurance  Commissioner. 

The  nature  of  the  securities  lodged  by  any  company  will,  of  course,  depend 
largely  upon  the  class  of  business  done  on  the  investment  side  of  the  company's 
business,  but  in  every  case  these  should  be  subjected  to  careful  scrutiny,  and 
should  be  accepted  only  if  approved  by  the  Government  official  responsible  for 
the  custody  of  trust  funds.  It  would  also  be  a  serious  handicap  to  a  company 
if  the  retention  by  the  Government  of  its  securities  should  lead  to  its  losing  an 
opportunity  for  a  sound  and  profitable  change  of  investments.  It  is  conse- 
quently considered  that  provision  should  be  made  for  enabling  any  company  to 
substitute,  at  as  short  a  notice  as  is  consistent  with  a  careful  scrutiny,  other 
approved  securities  of  the  requisite  amount  for  those  previously  deposited.  In 
the  absence  of  an  ofiicer  specially  appointed  to  undertake  the  custody  of  trust 
funds,  we  consider  it  desirable  that  the  Commonwealth  Treasurer  should  be 
responsible,  and  that  the  Secretary  to  the  Treasury  should  furnish  to  the  Insur- 
ance Commissioner  annually,  or  at  such  shorter  periods  as  may  be  deemed  advis- 
able, returns  showing  the  nature  and  extent  of  the  securities  held  in  respect  of 
the  various  companies.  It  also  appears  desirable  that  any  proposal  to  substitute 
fresh  securities  for  those  already  lodged,  should  be  notified  to  the  Insurance 
Commissioner,  so  that  he  may  be  informed  in  regard  to  all  the  transactions  of 
the  companies.  As  the  amounts  lodged  with  the  Commonwealth  Government 
are  intended  to  be  sufficient  for  the  whole  Commonwealth  business  of  any  com- 
pany, each  company  which  has  a  deposit  lodged  with  a  State  Government  should 
be  empowered  to  withdraw  it  on  making  the  requisite  deposit  with  the  Common- 
wealth Government,  or,  if  so  desired,  and  the  securities  are  approved  by  the 
Commonwealth  Government,  to  arrange  for  the  transfer  of  the  custody  of  the 
securities  from  State  to  Commonwealth  Government. 

As  the  deposits  are  required  mainly  for  the  purpose  of  ensuring  that 
any  action  in  the  Courts  which  has  gone  against  a  company  should  have  reason- 
able certainty  of  prompt  satisfaction,  it  would  be  necessary  to  authorize  the 
Commonwealth  officer  responsible  for  the  custody  of  trust  funds,  if  so  directed 
by  the  Court,  to  satisfy  any  judgment  given  against  the  company  out  of  the 
securities  held  by  him  in  respect  of  the  company. 
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It  is  possible  that  by  the  operation  of  orders  of  the  Court,  such  as  that 
referred  to,  or  by  depreciation  in  the  value  of  securities,  the  amount  of  the 
depos,it  held  in  respect  of  any  company  might  become  less  than  that  statutorily 
required.  In  such  a  case  it  would,  of  course,  be  necessary  for  the  Insurance 
Commissioner  to  require  a  further  deposit,  and  any  failure  on  the  part  of  a 
company  to  comply  with  such  a  request,  within  a  reasonable  time,  should 
furnish  grounds  for  the  cancellation  of  its  license. 

25.  PERIODICAL    RETURNS    TO    BE    LODGED    WITH 

GOVERNMENT. 

In  all  cases  in  which  any  appropriate  measure  of  legislative  control  is 
exercised  in  connexion  with  the  business  of  Life  Assurance,  somewhat  extensive 
returns  are  required  from  the  companies  carrying  on  such  business.  Under  the 
"  supervision  "  method  of  control,  these  returns  form  the  basis  for  the  Govern- 
ment scrutiny,  whilst  under  the  "  publicity  "  method  they  form  the  basis  on  which 
the  stability  of  the  company  may  be  appraised  by  the  public.  It  is  clear  that 
if  the  returns  so  furnished  are  intended  to  be  used  for  the  purpose  of  an  inde- 
pendent valuation,  they  need  to  be  much  more  detailed  than  if  only  intended  to 
give  a  fairly  complete  but  somewhat  general  idea  of  the  position  of  the  company. 
In  the  English  Act  of  1870,  six  schedules  are  provided,  setting  out  the  nature 
of  the  information  which  each  company  is  required  to  furnish. 

For  a  company  transacting  Life  Assurance  business  only,  the  first  of  these 
schedules  provides  a  form  of  revenue  account  for  the  company's  preceding  finan- 
cial year,  and  the  second  provides  a  form  for  the  statement  of  its  liabilities  and 
assets  at  the  end  of  that  year. 

For  a  company  combining  Fire,  Marine,  or  other  Insurance  business  with 
that  of  Life  Assurance,  provision  for  revenue  account  and  statement  of  liabilities 
and  assets  is  made  in  the  Third  and  Fourth  Schedule,  the  life  assurance  accounts 
being  required  to  be  kept  distinct  from  those  relating  to  other  classes  of  business. 
In  the  Fifth  Schedule  provision  is  made  for  a  statement  respecting  the  valuation 
of  the  liabilities  under  the  company's  life  policies  and  annuities,  in  which,  inter 
alia,  particulars  are  asked  concerning  the  principles  on  which  the  valuation  and 
the  distribution  of  profits  have  been  made,  the  rates  of  mortality  and  the  interest 
assumed  in  the  valuation,  and  the  detailed  results  of  the  valuation  of  the  various 
classes  of  policy. 

In  the  Sixth  Schedule  provision  is  made  for  a  statement  of  particulars 
concerning  the  nature  and  extent  of  Life  Assurance  and  Annuity  business  of 
the  company. 

In  the  five  States  of  the  Commonwealth,  in  which  legislation  controlling 
the  business  of  life  assurance  is  in  force,  returns  somewhat  similar  to  those 
provided  for  in  the  English  Act  are  required,  but  in  all  cases  the  information 
asked  for  is  considerably  fuller  in  detail. 

In  Appendices  G  and  H  hereto,  particulars  are  given  concerning  the 
requirements  of  the  several  Acts,  and  an  opportunity  is  afforded  for  comparing 
the  schedules  of  the  original  English  Acts  with  those  of  the  Australian  Acts 
based  upon  them. 

Queries  relating  to  the  lodging  of  returns  with  the  Government  were 
addressed  by  your  Commissioners  to  the  representatives  of  the  various  companies 
transacting  life  assurance  business  in  the  Commonwealth,  and  their  replies  are 
given  in  Appendix  B  hereto.    (See  Questions  71-80,  91-96,  and  108.) 

Under  the  English  Act  the  returns  required  on  the  First,  Second,  Third, 
Fourth,  and  Fifth  Schedules  must  be  lodged  annually,  and  those  on  the  Sixth 
Schedule  within  nine  months  of  the  date  of  each  valuation,  the  proviso  being  made 
that  in  the  case  of  a  company  having  an  annual  valuation,  a  return  in  the  form 
of  the  Sixth  Schedule  should  be  lodged  at  least  once  in  every  three  years. 

The  most  serious  objection  which  your  Commissioners  have  heard  raised  to 
the  publication  of  such  returns  as  those  here  referred  to,  particularly  when,  as  is 
the  case  in  some  of  the  States,  the  returns  required  furnish  somewhat  minute  details 
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of  the  business,  has  been  that  the  disclosure  of  such  details  is,  in  certain  cases, 
inimical  to  the  company's  welfare,  since  it  places  in  the  hands  of  rival  companies 
material  which,  by  means  of  comparative  statements,  may  be  made  to  misrepre- 
sent the  position  of  affairs.  The  question  has  been  carefully  considered  by  your 
Commissioners  m  all  its  aspects,  and  the  conclusion  arrived  at  has  been  that,  whilst 
such  publicity  should  be  enforced  as  is  requisite  to  furnish  reasonable  evidence 
with  reference  to  the  stability  of  the  company,  it  should  be  no  part  of  the  duty  of 
the  Government  to  undertake  to  supply  intending  assurants  with  the  material  for 
comparing  the  profit-earning  powers  of  different  companies.  Your  Commissioners 
are  of  opinion,  therefore,  that,  although  in  certain  matters  more  detail  is  desirable 
than  is  furnished  under  the  forms  provided  in  the  schedules  to  the  English  Act  of 
1870,  the  publication  of  many  of  the  elaborate  returns  which  have  been  either 
enforced  or  suggested  is  undesirable.  Your  Commissioners  feel  that  in  such 
matters  the  companies  which  are  honestly  carrying  out  the  principles  of  Life 
Assurance  business  should  be  entitled  to  at  least  some  share  of  the  consideration 
shown  to  producers  and  manufacturers  in  connexion  with  the  collection  of  statis- 
tical information,  and  that  where  details  are  required  for  enabling  complete 
Commonwealth  statistics  of  insurance  to  be  obtained,  but  are  not  essential  to  an 
estimate  of  the  company's  standing,  such  details  should  be  collectible,  but  should 
be  regarded  as  confidential,  except  in  such  combination  with  other  returns  as 
would  prevent  the  disclosure  of  individual  results. 

The  schedules  relating  to  the  revenue  account  of  the  company  should  be 
lodged  with  the  Insurance  Commissioner  not  later  than  three  months  after  the 
close  of  the  company's  financial  year,  while  it  should  be  possible  to  secure  the 
lodging  of  the  valuation  returns  within  six  months  from  the  date  to  which  they 
relate.  It  is,  at  present,  a  frequent  source  of  complaint  that  the  Life  Assurance 
returns  published  by  various  Governments  are  exceedingly  belated.  This  can 
only  be  remedied  by  requiring  the  returns  to  be  supplied  by  the  companies  with  the 
utmost  expedition  practicable. 

The  marked  characteristic  differences  between  "  Ordinary  "  and  "  Indus- 
trial "  Life  Assurance  business  renders  it  desirable  that  the  returns  relative  to 
these  two  classes  should  be  furnished  separately,  and  that  in  the  case  of  & 
company  transacting  both  classes  of  business,  there  should  be  a  definite  apportion- 
ment to  each  class  not  only  of  the  liabilities,  but  also  of  the  revenue,  expenditure, 
and  assets  of  the  company.  Special  forms  for  the  publication  of  information 
relative  to  industrial  business  should  be  given  in  the  suggested  Federal  Act,  and  it 
would  appear  desirable  that  special  confidential  returns  of  Industrial  business 
should  be  furnished  for  statistical  purposes. 

It  is  evident  that  all  returns  lodged  with  the  Insurance  Commissioner 
should  be  duly  certified,  and  for  this  purpose  it  appears  desirable  that  all  such 
returns  should  bear  the  original  signature  of  the  Chairman  and  one  other  of  the 
Directors  of  the  Company  as  well  as  that  of  the  chief  executive  officer.  In 
addition  to  this  all  returns  so  lodged  relating  to  valuations  should  bear  the 
original  signature  of  the  actuary  responsible  for  the  valuation.  In  order  that 
due  publicity  may  be  given  to  the  annual  and  valuation  returns  of  the  company, 
and  that  the  residents  of  the  separate  States  should  not  be  in  a  worse  position  in 
such  a  matter  under  the  suggested  Federal  Act  than  they  are  at  present  under  the 
several  State  Acts,  it  is  desirable  that  arrangements  should  be  made  for  lodging 
the  returns  of  any  company  for  inspection  in  the  capital  of  each  State  in  which  it 
is  carrying  on  business.  Probably  the  most  satisfactory  arrangement  would  be 
for  a  sufficient  supply  of  the  returns  to  be  lodged  with  the  Insurance  Commis- 
sioner, and  for  him  to  relodge  them  where  necessary  at  the  office  of  a  leading 
Commonwealth  officer  stationed  in  the  State  concerned.  The  office  of  the  Com- 
monwealth Public  Service  Inspector,  of  the  Collector  of  Customs,  or  of  the  Deputy 
Postmaster-General,  would,  according  to  circumstances,  appear  suitable.  The 
fee  charged  to  the  public  for  the  inspection  of  such  returns  should  be  merely 
nominal,  say,  Is.,  and  a  similar  fee  should  apply  in  the  case  of  the  returns  at  the 
office  of  the  Insurance  Commissioner. 

On  receiving  the  annual  and  valuation  returns  from  any  company,  it  may 
appear  to  the  Commissioner  that  certain  of  the  items  are  not  in  the  form  required 
by  the  Act,  or  bear  evidences  of  discrepancy  with  other  items,  or  that  the  position 
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of  the  company  as  disclosed  by  its  valuation  returns  is  unsatisfactory.  In  these 
and  similar  cases,  it  would  be  in  the  interests  of  the  public  if  the  Commissioner 
were  to  ask  for  an  explanation  from  the  company,  and  were  to  publish  his  letter 
and  the  company's  reply  with  the  returns.  This  publication  should  take  place 
as  early  as  possible  after  the  close  of  the  year.  The  fact  that  the  financial  years 
of  the  different  companies  end  on  various  dates  complicates  the  matter  somewhat, 
but  does  not  seriously  effect  the  issue.  The  majority  of  the  companies  doing 
business  in  Australia  close  their  accounts  as  at  31st  December,  so  that  with  prompt 
compliance  on  the  part  of  the  companies  with  the  requirements  of  the  Commis- 
sioner, it  should  be  possible  to  publish  not  later  than  the  end  of  May  in  each  year 
complete  returns  of  the  revenue  accounts  and  balance-sheets  of  all  companies,  and 
before  the  end  of  August  complete  valuation  returns  for  all  companies  whose 
valuation  period  ended  during  the  preceding  year. 

26.  SUPPLY  OF  RETURNS  TO  SHAREHOLDERS  AND  POLICY- 
HOLDERS. 

In  the  English  Act  of  1870  provision  is  made  for  the  company  to  supply 
every  shareholder  and  policyholder  on  application  with  a  printed  copy  of  the  last 
deposited  statement,  abstract,  or  other  document  which  the  Act  requires  to  be 
printed. 

This  provision  has  been  included  in  the  State  Acts,  with  the  somewhat 
important  extension  that  all  shareholders  and  policyholders  are  to  be  so  supplied, 
and  not  only  those  that  make  application.  This  extension  has  the  effect  of  con- 
siderably increasing  the  printing,  postage,  and  office  expenses  of  the  company 
without  usually  bringing  with  it  any  commensurate  benefit.  In  the  opinion  of 
your  Commissioners,  it  should  be  compulsory  for  the  company  to  supply  a  copy  to 
every  shareholder  or  policyholder  applying  for  one,  but  it  should  not  be  compulsory 
to  supply  to  all. 

27.  RIGHT  OF  INSPECTION  BY  PERSON  INTERESTED. 

As  a  further  measure  for  securing  the  utmost  publicity,  it  appears  desirable 
that  facilities  should  be  provided  for  enabling  any  person  pecuniarily  interested 
in  the  business  of  any  company  to  obtain  an  order  from  the  Court,  permitting  him 
to  have  access  to  the  accounts  and  other  books  of  the  company.  The  applicant 
for  such  an  order  should  be  required  to  satisfy  the  Court  that  there  is  some  'prima 
facie  error  or  some  omission  or  some  perplexity  in  the  published  returns.  The 
order  should  be  nisi  merely,  calling  on  the  company  to  show  cause  why  an  inspection 
should  not  be  had,  and  the  applicant  should  be  required  to  deposit  in  Court  some 
amount  sufficient  to  pay  all  costs  and  expenses  if  the  Court  should  so  order.  The 
fullest  discretion  ought  to  be  given  to  the  Court  as  to  the  mode  in  which  such 
inspection  is  to  be  carried  out,  and  there  should  be  power  to  award  costs  to  the 
applicant  out  of  the  funds  of  the  company,  and  also  against  any  official  personally 
responsible  for  any  default. 

28.  INSPECTION  BY  COMMISSIONER. 

While  your  Commissioners  consider  that  the  publication  of  minute  details 
of  business  is  not  only  unnecessary  for  the  protection  of  the  policyholders,  but  in 
certain  cases  prejudicial  to  the  interests  of  the  companies,  they  are  of  opinion 
that  the  Insurance  Commissioner  should  have  the  fullest  powers  of  inspecting  the 
accounts  and  other  books  of  the  company,  or  of  authorizing,  in  writing,  some 
other  person  to  make  such  an  inspection  on  his  behalf.  Any  person  so  authorized 
should,  however,  be  required  to  take  an  oath  or  make  a  declaration  of  secrecy 
concerning  the  information  so  obtained,  except  as  regards  the  Commissioner  or  his 
representative,  to  whom  he  should  be  required  to  disclose  all  information  acquired. 

29.  STANDARD  OF  SOLVENCY. 

In  certain  of  the  States  of  America  provision  is  made  that  companies  whose 
valuation,  according  to  a  specified  "  standard,"  indicates  an  excess  of  liabilities 
over  assets  should  be  debarred  from  transacting  new  business,  and  that  if  accord- 
ing to  another  and  somewhat  less  stringent  "  standard  "  a  deficiency  is  still  shown 
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the  company  should  be  declared  insolvent.  In  the  case  of  an  office  of  some  years' 
standing  there  is  little  doubt  that  such  a  provision  would  usually  not  have  any 
serious  consequences,  as  the  valuation  basis  voluntarily  adopted  by  the  company 
would  probably  provide  much  stronger  reserves  than  even  the  more  stringent  of 
the  "  standards  "  referred  to.  Where  an  injury  might  be  done,  however,  is  in  the 
case  of  a  young  company,  or  of  one  which  for  any  cause  is  at  the  time  transacting 
an  amount  of  new  business  bearing  a  large  ratio  to  its  total  existing  business.  In 
such  a  case,  although  the  position  of  the  company  might  be  intrinsically  sound, 
an  ordinary  net  premium  valuation  might  give  apparently  unsatisfactory  results 
owing  to  the  large  expenditure  which  under  modern  conditions  the  acquisition  of 
new  business  necessarily  entails.  As  a  matter  of  fact  the  business  of  life  assur- 
ance at  the  present  day  is  so  complex,  and  the  changes  taking  place  in  the  circum- 
stances of  a  company  during  its  development  are  sio  considerable,  that  the 
application  of  a  hard-and-fast  "  standard  of  solvency  "  to  all  companies,  irrespec- 
tive of  their  age  or  the  nature  of  their  business,  would  often  result  in  serious 
injustice  to  the  company,  and  through  it  to  its  policyholders.  In  every  case, 
therefore,  in  which  the  Commissioner  thinks  that  there  is  evidence  of  insolvency 
he  should  be  fully  empowered  to  obtain  such  actuarial  or  other  opinion  as  he 
deems  desirable.  On  receipt  of  such  expert  opinion,  the  Commissioner  should  be 
empowered  to  call  upon  the  company  to  show  cause  why  its  license  to  transact  life 
assurance  business  in  the  Commonwealth  should  not  be  cancelled. 

30.  AMALGAMATION  AND  TRANSFER. 

Strictly  speaking,  an  "  amalgamation  "  of  two  companies  is  no  more  possible 
than  an  amalgamation  of  two  persons;  but  the  term  has,  in  connexion  with  Life 
assurance  business,  acquired  a  definite  significance,  and  has  been  recognised  in 
the  English  Act  of  1870  and  various  Acts  based  thereon.  This  term  is  generally 
used  to  signify  the  substitution  of  a  new  company  for  two  existing  companies,  the 
businesses  of  which  have  been  merged  on  approximately  equal  terms  into  that  of 
the  new  company.  On  the  other  hand,  the  term  "  transfer  "  is  applied  to  the  case 
in  which  one  of  the  companies  ceases  to  exist,  its  business  being  merged  in  that  of 
the  other.  The  provisions  of  the  English  Act  with  reference  to  amalgamation 
and  transfer  are  not  free  from  objection.  For  instance,  it  has  been  pointed  out 
by  the  eminent  English  Actuary,  Mr.  George  King,  that  "  where  two  companies 
are  to  be  amalgamated,  application  has  to  be  made  to  the  Court  by  petition  to 
sanction  the  proposed  arrangement,  and  certain  documents  giving  particulars  of 
the  transactions  have  to  be  sent  to  each  policyholder  of  both  companies.  When, 
however,  the  business  of  one  company  is  to  be  transferred  to  another,  while  in 
other  respects  the  procedure  is  the  same,  only  the  policyholders  to  be  transferred 
are  to  be  favoured  with  the  information." 

Your  Commissioners  are  of  opinion  that  the  essential  difference  between 
aa  amalgamation  and  a  transfer  is  not  so  great  as  to  warrant  such  a  difference  in 
treatment,  and  that  in  all  cases  full  particulars  should  be  sent  to  all  the  policy- 
holders of  both  companies  and  to  the  Insurance  Commissioner.  It  has  also  been 
stated  that  under  the  English  Act  the  transfer  has  taken  place  of  the  business  of 
one  insolvent  company  to  another,  which  had  in  turn  to  submit  to  a  further  trans- 
fer. In  all  cases  it  is  desirable  that  notice  should  be  given  to  the  Commissioner, 
and  that  he  should  be  authorized  to  intervene  if,  in  his  discretion,  such  action  is 
necessary.  The  Commissioner's  review  of  all  the  circumstances  should  be  taken 
into  account  by  the  Court  in  considering  the  application  for  transfer.  Your  Com- 
missioners are  further  of  opinion  that  no  amalgamation  or  transfer  of  Life 
Assurance  business  should  be  admissible  except  with  the  approval  of  the  Court, 
acting  under  the  suggested  Federal  Act,  and  that  the  Court  should  be  given 
unfettered  authority  to  do  whatever  it  may  consider  best  in  the  interests  of  those 
concerned.  It  has  been  pointed  out  that  "  the  amalgamation  clauses  in  the  Life 
Assurance  Companies  Acts  of  the  Australian  States  do  not  enable  amalgamations 
to  be  effected  by  companies  organized  under  the  laws  of  different  States." 
(Appendix  B,  Question  100,  Reply  4.)  This  is  a  defect  which  the  suggested 
Federal  Act  should  remedy. 
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31.  NON-FORFEITURE  OR  DEFERRED  FORFEITURE. 

The  term  "  non-forfeiture  "  has  been  very  largely  used  in  connexion  with 
the  business  of  Life  Assurance  to  denote  the  principle  under  which  policies, 
by  means  of  the  surrender  or  reserve  values,  are  maintained  in  force  for  a  certain 
time  after  the  cessation  of  premium  payments.  The  term  is  to  a  certain  extent 
misleading,  as  the  principle  involved  is  really  that  of  "  deferred  forfeiture."  It 
is  unquestionably  desirable  that  in  such  cases  this  latter  expression  should  be 
used,  as  the  former  ig  apt  to  convey  the  impression  that  under  so-called  "non- 
forfeiture "  systems  it  is  impossible  for  a  policy  to  lapse.  "Where  the  surrender 
or  reserve  value  is  applied  to  the  purchase  of  a  paid-up  policy  the  term  "  non- 
forfeiture "  is  applicable.  These  principles  should,  your  Commissioners  consider, 
be  applied  in  all  cases.  In  order  "that  all  parties  may  be  equitably  dealt  with,  the 
company  should  be  empowered  to  charge  compound  interest  at  a  rate  not  exceeding 
5  per  cent,  per  annum  payable  yearly  on  every  premium  remaining  unpaid  for  a 
longer  period  than  thirty  days  from  the  date  on  which  it  became  due,  and  to  set  ofT 
the  accumulated  amount  of  such  premiums  and  interest  against  the  reserve  value  of 
the  policy.  In  order  that  the  policyholder  might  not  be  misled  as  to  the  manner 
in  which  his  cessation  of  premium  payments  is  affecting  his  policy  rights,  the 
company  should  be  required  to  send  to  his  last  known  address,  dilring  the  second 
year  of  assurance  succeeding  the  cessation  of  premium  payments,  a  statement  of 
what  is  being  done  and  an  offer  to  grant,  if  so  desired,  m  lieu  thereof,  a  paid-up 
policy  of  such  amount  as  the  reserve  value  (less  accumulated  unpaid  premiums) 
at  the  commencement  of  the  succeeding  year  of  assurance  would  purchase  at  the 
then  age  of  the  assured. 

In  this  connexion  it  appears  to  your  Commissioners  that,  as  the  policyholder 
is  not  withdrawing  from  the  company  but  is  still  retaining  a  considerable  interest 
therein,  the  amount  with  which  his  policy  is  credited  should  be  greater  than  that 
allowed  for  a  cash  surrender,  and  it  would  appear  to  be  not  inequitable  to  the 
company  if  the  full  reserve  retained  by  the  company  in  respect  of  the  policy  were 
made  the  basis  on  which  the  period  of  deferred  forfeiture  or  the  amount  of  the 
paid-up  policy  were  computed. 

If  this  reserve  had  been  obtained  by  the  method  known  as  "  Sprague's 
method,"  under  which  the  first  year's  premium  is  regarded  as  having  been  absorbed 
in  expenses  and  first  year's  risk,  and  the  policy  is  valued  as  though  it  had  been 
effected  a  year  later  than  its  actual  date  at  an  age  a  year  older  than  the  true  age 
at  entry,  due  allowance  for  initial  expenses  would  have  been  made.  If,  however, 
the  valuation  is  a  pure  premium  one,  it  would  appear  equitable  that  some  allow- 
ance from  the  reserve  value  should  be  made  to  compensate  the  company  for  the 
loss  of  that  refund  of  initial  expenses  which  it  anticipated  would  be  received  in 
the  periodical  premium  payments.  In  order  that  policyholders  may  be  placed 
in  full  possession  of  particulars  concerning  the  possible  forfeiture  of  their  policies, 
all  policies  should  contain  a  specification  of  the  periods  for  which  the  reserve 
values  allowed  by  the  companies  will  maintain  them  in  force  after  the  cessation 
of  premium  payments. 

32.  GUARANTEED  CASH  SURRENDER  VALUES. 

In  many  of  the  American  States  and  also  in  some  of  the  States  of  the 
Commonwealth,  legislative  provision  is  made  for  the  piiblication  by  all  companies 
of  values  which  the  companies  guarantee  to  pay  in  cash  on  the  surrender  of  their 
policies.  Such  a  practice  appears  to  your  Commissioners  to  be  undesirable  on 
many  grounds,  of  which  the  following  are  some  of  the  more  important :  — 

(i.)  The  Life  Assurance  contract  is  one  in  which  two  parties  have 
undertaken  to  make  certain  payments,  the  one  (the  assured)  at 
specified  intervals,  the  other  (the  company)  on  the  happening 
of  a  given  event.  To  allow  one  of  the  parties  to  terminate 
such  a  contract  at  will,  without  pecuniary  loss,  while  holding 
the  other  party  strictly  to  the  terms  of  the  contract  is  inequit- 
able. 
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(ii.)  The  nature  of  Life  Assurance  business  is  such  that  investments 
Sot  long  periods  on  satisfactory  terms  become  possible.  To 
render  policies  payable  on  demand  as  would  practically  take 
place  if  cash  surrender  values  were  guaranteed,  would  necessi- 
tate the  holding  of  large  cash  reserves  by  the  companies,  thus 
reducing  the  average  rate  of  interest  earned  on  their  funds, 
(iii.)  With  guaranteed  surrender  values  the  stability  of  a  company 
might  in  times  of  financial  stress  be  seriously  endangered  by  a 
run  on  the  company. 

(iv.)  The  publication  of  guaranteed  surrender  values  holds  out  an 
inducement  to  the  policyholder  under  certain  circumstances  to 
terminate  a  contract  which  it  may  have  been  in  the  best 
interests  of  himself  and  those  dependent  on  him  to  keep  in 
force. 

Questions  relating  to  the  principle  of  guaranteed  surrender  values  were 
submitted  to  the  representatives  of  companies  transacting  Life  Assurance 
business  in  Australia,  and  their  replies  are  given  in  Appendix  B  hereto.  (See 
Questions  47,  48,  and  49.)  The  opinions  expressed  vary  considerably,  but  the 
majority  of  these  representatives  is  opposed  to  the  principle.  In  one  company, 
however,  which  works  under  guaranteed  surrender  value  provisions,  and  which 
has  passed  through  two  periods  of  serious  financial  stress,  the  representative 
stated  that  the  guarantee  of  surrender  values  did  not  prove  dangerous  to 
American  companies  during  the  financial  crises  of  1893  and  1907.  (See 
Appendix  B,  Question  48,  Eeply  12.) 

Your  Commissioners  are  of  opinion  for  the  reasons  stated  above,  that  the 
guaranteeing  of  cash  surrender  values  should  not  be  made  compulsory,  and  that 
where,  as  has  been  previously  suggested,  the  reserve  values  are  applied  to  maintain 
premium  payments  or  to  purchase  a  paid-up  policy,  the  rights  of  the  assured  have 
been  fully  conserved. 

33.  LIMITATION  OF  CONTESTABILITY  OF  POLICY. 

While  it  is  admittedly  impossible  to  make  any  contract  absolutely  incon- 
testable, since  proof  of  fraud  must  render  a  contract  void,  your  Commissioners 
feel  that  in  such  a  matter  as  Life  Assurance,  there  should,  in  all  cases,  be 
a  limit  to  the  extent  to  which  the  validity  of  a  policy  can  be  called 
in  question  by  the  company,  and  more  particularly  so  under  the 
present  system,  inasmuch  as  the  contract  is  drafted  by  the  company 
and  its  conditions  are  usually  seen  by  the  assured  only  when  the  policy  comes 
into  his  hands  after  the  payment  of  his  first  premium.  Your  Commissioners  are  of 
opinion  that  the  only  grounds  which  should  be  considered  sufficient  to  render  the 
contract  either  void  or  voidable,  should  be  fraud,  or  want  of  insurable  interest, 
and  that  on  any  non-fraudulent  error  or  omission  being  discovered  subsequently 
to  the  issue  of  the*  policy,  such  as  would  have  affected  the  amount  of  the  premium, 
the  sum  assured  should  be  so  adjusted  that  the  premium  payable  will  correspond 
to  the  risk  involved.  They  also  consider  that  all  statements  made  by  the  assured 
either  on  the  proposal  form,  in  reply  to  the  medical  examiner,  or  in  any  other 
way,  and  incorporated  either  expressly  or  by  implication  in  the  policy  contract, 
should  be  regarded  not  as  warranties  but  as  representations  made  to  the  best  of 
the  belief  of  the  assured.  The  seriousness  of  the  position  is  seen  from  the  fact 
that  in  the  case  of  a  warr&nty  it  has  been  held  by  the  Courts  to  be  sufficient  td 
avoid  a  policy  that  any  one  thing  warranted  is  not  true ;  and  that  the  question  as 
to  how  far  the  fact  or  circumstance  w^as  material  does  not  enter  into  the  con- 
sideration. The  power  which  is  thus  given  to  a  company  to  practically  repudiate 
its  polices,  is  one  which,  on  the  whole,  is  probably  rarely  exercised,  but  it  appears 
to  be  too  great  a  power  to  confer,  especially  as  the  rights  of  the  company 
would  be  adequately  safeguarded  by  treating  all  information  furnished  by  the 
proponent  as  representations  made  to  the  best  of  his  belief. 
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Your  Commissioners  are  also  of  opinion  that  a  limit  should  be  placed  upon 
the  time  within  which  such  errors  or  omissions  as  are  above  referred  to  should  be 
available,  and  that  in  all  such  cases  except  that  of  age,  which  will  be  referred  to 
later,  the  interests  of  the  public  and  the  equities  of  the  case  will  be  served  by  a 
provision  limiting  the  time  within  which  any  such  objection  can  be  raised  by  the 
company  to  the  three  years  succeeding  the  date  of  issue  of  the  policy. 

34.  COMPANY'S  DEFAULT  NOT  TO  AFFECT  VALIDITY  OF  POLICY. 

Although  your  Commissioners  have  suggested  that  it  should  be  a  punishable 
offence  for  a  company  to  carry  on  the  business  of  Life  Assurance  in  the  Common- 
•\vealth  without  complying  with  the  provisions  of  the  proposed  Federal  Act,  any 
policy  issued  by  a  company  imder  such  conditions  should  be  just  as  binding  on  the 
company  as  if  legally  issued.  If  this  were  not  so,  it  would  become  possible  for  a 
company  to  benefit  by  its  own  illegal  act. 

35.  SUICIDE. 

'With  respect  to  death  by  suicide,  as  an  answer  to  a  claim  under  a  policy, 
there  are  two  points  of  view.  In  the  first  place,  if  at  the  time  the  assurance  was 
effected  the  assured  contemplated  suicide,  and  effected  the  assurance  with  the 
object  of  securing  the  payment  by  the  company  of  the  policy-moneys  on  the 
occurrence  of  his  premeditated  act,  the  policy  will. clearly  have  been  obtained 
fraudulently,  and  should  be  regarded  as  void  ah  initio.  If,  on  the  other  hand, 
the  assurance  were  effected  with  no  such  object,  there  appears  to  be  no  reason  why 
death  by  suicide  should  not  form  as  valid  a  basis  of  claim  as  death  by  any  other 
means.  The  difficulty  evidently  lies  in  determining  the  intention  of  the  assured 
at  the  date  on  which  the  policy  was  effected.  The  practical  method  by  which 
the  majority  of  the  companies  transacting  Life  Assurance  business  in  the  Com- 
monwealth have  sought  to  overcome  this  difficulty  has  been  that  of  regarding  as 
forfeited  only  those  policies  which  become  claims  through  suicide  within  thirteen 
months  of  the  date  of  assurance,  on  the  ground  apparently  that  payment  of 
premiums  in  respect  of  two  years  of  assurance  furnishes  sufficient  evidence  of 
absence  at  the  date  of  assurance  of  intention  to  commit  suicide. 

It  is  doubtful  whether  by  this  means  all  fraudulent  suicide  claims  are 
eliminated,  but  it  appears  probable  that  the  great  majority  of  them  will  have 
been  so,  and  that  on  the  whole  substantial  justice  is  done  by  this  regulation. 

To  make  suicide  no  bar  from  the  inception  of  the  policy  would,  it  appears  to 
your  Commissioners,  be  not  only  impolitic,  but  also  unjust  to  the  remaining 
policyholders  and  to  the  shareholders^  if  any.  On  the  other  hand,  to  render  a 
policy  voidable  by  suicide  at  any  time  during  its  duration  appears  to  relieve  the 
insurers  of  a  risk  which  their  policy  contract  may  be  fairly  regarded  as  conteni- 
plating.  Under  these  circumstances,  your  Commissioners  consider  that  a  provi- 
sion rendering  a  policy  voidable  for  suicide  during  the  first  thirteen  months  of 
assurance  only  is  one  which  should  be  universally  adopted. 

It  has  been  the  usual  practice  to  regard  a  bond  fide  assignment  for 
valuable  consideration  as  imposing  a  moral  obligation  on  the  company  to  pay  the 
policy-moneys  at  least  to  the  extent  of  the  consideration,  even  though  the  suicide 
occurred  within  the  prescribed  time. 

36.  CAPITAL  PUNISHMENT. 

It  has  been  stated  by  some  authorities  that  to  recognize  capital  punish- 
ment as  a  valid  basis  for  claim  under  a  Life  Assurance  policy  would  be  contrary 
to  public  policy.  The  reason  for  such  a  contention  is  not  clear,  as  it  is  almost- 
impossible  to  suppose  that  a  person  would  contemplate  the  commission  of  a  capital 
offence  for  the  purpose  of  securing  the  payment  of  moneys  by  the  company  on  his 
paying  the  penalty  for  his  crime,  and  it  is  hardly  possible  that  the  prospective 
forfeiture  of  his  policy  would  in  any  such  case  act  as  a  deterrent.  The  risk  is  one 
which  your  Commissioners  think  might  well  be  regarded  as  being  covered  by  a 
life  policy. 
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37.  ADMISSION  OF  AGE. 

In  the  business  of  Life  Assurance,  as  at  present  conducted,  the  age  of  the 
proponent  furnishes,  next  to  the  state  of  his  health,  the  most  important  item  to 
be  dealt  with  by  the  company  in  considering  his  proposal.  Limits  of  age,  above 
or  below  which  a  policy  of  assurance  will  not  be  issued,  are  usually  fixed.  The 
amount  of  premium  payable  for  any  given  sum  under  any  given  form  of  assurance 
depends,  under  ordinary  circumstances,  entirely  upon  the  age  of  the  proponent.  It 
is  clear,  therefore,  that  the  matter  is  of  fundamental  importance  to  the  company. 
In  connexion  with  this  matter,  a  practice  has  grown  up*  of  notifying  the  policy- 
holder that  proof  of  his  age  is  desired  by  the  company,  but  of  pressing  for  such 
proof  only  when  the  policy  has  become  a  claim.  In  some  cases  it  appears  that 
such  proof  is  even  then  required  only  when  the  company  has  reason  to  believe  that 
the  age  has  been  misstated,  but  as  above  stated  proof  of  age  is  usually  required. 
While  recognising  the  great  importance  to  the  company  of  a  correct  statement  of 
age,  your  Commissioners  are  of  opinion  that  it  would  be  in  the  interests  of  the 
public  if  the  admission  of  age  were  required  to  be  made  on  the  policy  at  a  com- 
paratively early  stage  of  the  assurance. 

The  avoidance  of  a  policy  by  reason  only  -oi  a  non-fraudulent  misstatement 
of  age  has  in  certain  cases  been  specially  legislated  against,  as,  for  example,  in 
the  Victorian  Companies  Aict  1900,  No.  1699,  but  it  is  not  so  much  the  possibility 
of  avoidance,  as  the  loss,  inconvenience,  and  annoyance  to  which  the  claimant  may 
be  subjected  that  cause  your  Commissioners  to  think  that  admission  of  age  should 
be  made  early.  A  very  strong  point  in  favour  of  such  early  admission  is  the  fact 
that  the  assured  himself  is  usually  the  person  best  able  to  furnish  evidence  of  age, 
or  to  suggest  sources  from  which  such  evidence  may  be  obtained,  and  that  to  leave 
the  proof  of  age  until  after  his  death  is  to  wait  until  the  principal  witness  is  no 
longer  available. 

A  suggestion  to  make  the  age  unchallengeable  after  the  expiration  of 
twelve  months  from  the  payment  of  the  first  premium,  and  a  further  suggestion 
to  render  the  policy  void  if  the  assured  did  not  prove  his  age  during  the  year 
following  such  payment,  were  investigated  by  the  Life  Assurance  Inquiry  Board, 
which  sat  in  Melbourne  in  1896.  In  their  report  the  Board  stated  that  the  Life 
Assurance  officers  examined  by  them  were  one  and  all  averse  to  both  suggestions. 
It  was  also  stated  that  an  average  of  15  per  cent,  of  the  persons  assured  under- 
stated their  ages,  and  that  the  average  extent  of  the  understatement  amounted 
to  about  two  years.  This,  it  may  be  noted,  represents  an  average  understatement 
of  about  three  and  a  half  months  on  all  proposals.  The  Board  recommended  that 
"  the  law  should  render  it  imperative  that  every  Life  Assurance  Company  should, 
at  the  time  of  the  receipt  of  the  first  premium,  give  a  printed  notice 
to  the  person  insuring,  that  proof  of  age  is  essential  prior  to  payment  of  amount 
assured,  and  that  on  the  payment  of  each  ensuing  premium  until  proof  of  age  is 
forthcoming  a  similar  course  should  be  followed.  Also  that  all  policies  issued 
by  any  Life  Assurance  Company  should  contain  a  condition  that  such  policies 
.shall  not  be  invalidated  by  reason  of  any  error  in  age,  and  that  in  the  event  of 
age  being  found  to  be  understated  the  following  course  will  be  adopted  unless 
the  company  can  show  that  such  misstatement  was  wilfully  made : — Payment  of 
amount  to  which  premiums  paid  entitle  the  insurer  under  the  tables  of  the  com- 
pany in  existence  at  the  time  the  contract  was  entered  into,  when  the  contract 
accrues." 

The  questions  submitted  to  the  representatives  of  Life  Offices  con- 
tained three  (88,  89,  and  90)  relating  to  admission  of  age,  and  the  replies 
furnished  will  be  found  in  Appendix  B  hereto. 

The  remedy  above  referred  to,  proposed  by  the  Board,  appears  to  your 
Commissioners  to  be  insufficient  to  meet  the  case,  and  they  are  strongly  of 
opinion  that  steps  should  be  taken  to  secure  the  best  available  evidence  of  age 
during  the  first  year  of  assurance.  To  facilitate  this,  they  would 
urge  that  in  the  proposal  form,  in  addition  to  asking  the  proponent 
to  state  his  age,  he  should  also  be  asked  to  furnish  such  particulars 
as  would  enable  the  companv,  if  it  so  desired,  to  test  the  accuracy  of 
his  statement.  The  civil  registration  of  births  was  introduced  in  Tasmania  in 
1839,  in  Western  Australia  in  1841,  in  South  Australia  in  1842,  in  Victoria  in 
1853,  and  in  New  South  Wales  and  Queensland  in  1856,  so  that  practically  all 
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Australian-born  proponents  of  the  present  day  would  appear  on  the  birth  registers 
of  one  or  other  of  the  States.  If  it  could  be  arranged,  therefore,  with  the  States 
that  facilities  be  granted  for  enabling  licensed  companies  to  have  access  to  the 
registers  on  the  payment  of  a  merely  nominal  fee  (say.  Is.),  there  would  appear 
to  be  no  reason  why  the  company,  in  the  case  of  an  Australian  proponent,  should 
not  promptly  obtain  the  most  reliable  evidence  possible  concerning  the  accuracy 
of  the  age  stated  in  the  proposal. 

As  regards  proponents  born  outside  Australia,  or  Australian-born  pro- 
ponents whose  births  had  not  been  registered,  the  suggestion  made  above  for  the 
inclusion  on  the  proposal  form  of  an  inquiry  as  to  means  available  for  establishing 
proof  of  age  should,  in  most  cases,  place  in  the  hands  of  the  company  ready 
means  of  satisfying  itself  in  this  matter.  Under  such  circumstances  it  appears 
to  your  Commissioners  that  no  real  hardship  would  be  inflicted  on  either  the  com- 
pany or  the  assured  if  it  were  stipulated  that  acceptance  by  the  company  of  any 
premium  payment  in  respect  of  the  second  year  of  assurance  should  be  regarded  as 
admission  of  age,  and  that,  if  reasonable  proof  of  age  were  not  furnished  by  the 
assured  during  the  first  year  of  assurance,  the  company  should  have  the  option 
of  cancelling  the  policy.  In  the  event  of  a  contention  arising  between  the 
company  and  the  assured  concerning  the  reasonableness  of  the  proof  of  age 
furnished,  we  consider  that  facilities  should  be  provided  for  enabling  the  assured 
to  obtain  a  ruling  on  the  point  from  the  High  Court  or  the  Supreme  Court. 

The  evidence  which  different  companies  are  willing  to  accept  as  proof  of 
age  covers  a  fairly  wide  range,  and  includes  such  items  as  :  — 

(i.)  Certificate  of  registration  of  birth. 

(ii.)  Certificate  of  baptism, 

(iii.)  Certificate  of  vaccination. 

(iv.)  Certificate  of  confirmation. 

(v.)  School  certificate. 

(vi.)  Military  certificate, 

(vii.)  Indentures, 

(viii.)  Marriage  certificate.  t 

(ix.)  Authenticated  entry  in  family  Bible. 

(x.)  Statutory  declaration  by  competent  person. 

It  is  possible,  however,  that  certain  of  these  or  similar  items  of  evidence 
might  not  be  accepted  by  the  company,  but  might  yet  be  the  only  evidence  obtain- 
able by  the  assured.  In  such  a  case  the  Court,  on  being  satisfied  as  to  the 
reasonableness  of  the  proof,  should  issue  an  order  for  the  admission  of  age.  In 
order  that  every  policyholder  should  be  given  adequate  notice  of  his  rights  and 
obligations  in  the  matter  of  proof  of  age,  your  Commissioners  are  of  opinion  that 
every  policy  on  which  the  age  of  the  assured  is  not  admitted  should,  on  being 
issued,  have  attached  to  it  a  coloured  slip  setting  forth  concisely  the  extent  of  such 
rights  and  obligations.  Evidently  it  might  be  a  hardship  to  the  assured  to  require 
admission  of  age  on  the  issue  of  the  policy,  since  the  protection  afforded  by  the 
policy  might  be  required  at  once  and  the  requisite  proof  of  age  might  only  be 
obtainable  after  the  lapse  of  a  certain  amount  of  time. 

38.  PROOF  OF  DEATH. 

In  the  ordinary  course  where  claim  is  based  upon  the  decease  of  the  assured, 
there  is  little  or  no  difficulty  in  establishing  proof  of  death,  but  cases  have  occa- 
sionally arisen  in  which  there  is  only  a  presumption  of  death,  arising  through 
the  disappearance  of  the  assured.  It  has  been  contended  that  in  such  a  case  the 
production  to  the  company  of  probate  or  of  letters  of  administration  should  be 
regarded  as  adequate  proof  of  death.  ,In  reply  to  such  a  contention,  Mr, 
Augustus  Hendriks,  an  ex-president  of  the  London  Institute  of  Actuaries,  has 
point-ed  out  the  injustice  of  such  procedure,  and  has  said  : — "  One  could  well 
imagine  that  to  get  probate  for  the  distribution  of  property,  such  as  shares  and 
stocks,  or  even  land,  which  existed  before  the  disappearance,  was  a  very  just 
operation,  because  if  the  man  had  disappeared  from  one  cause  or  another  it  was 
only  right  that  if  he  kept  people  unadvised  of  his  existence  his  representativea 
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should  proceed  to  divide  his  property  on  the  assumption  of  his  death;  but  when 
they  came  to  a  policy  of  insurance,  where  the  sum  assured  was  created  or  said  to 
be  created  by  the  act  of  disappearance,  it  was  very  hard  that  the  company  should 
be  called  upon  to  assume  that  the  man  was  dead  upon  the  granting  of  probate." 

There  are  several  cases  on  record  in  which  the  presumption  of  death 
through  the  disappearance  of  the  presumed  deceased  has  proved  to  be  unfounded, 
and  in  which  probate  had  been  granted.  Your  Commissioners  are,  consequently, 
of  opinion  that  the  production  of  probate  or  letters  of  administration  should  not 
fer  se  be  regarded  as  evidence  of  death.  They  consider,  however,  that  the  proofs 
required  to  ensure  the  payment  of  the  policy-moneys  should  be  reasonable  proof, 
and  not  necessarily  proof  to  the  satisfaction  of  the  company;  and  that  facilities 
should  be  provided  for  enabling  a  ruling  of  the  Court  to  be  obtained,  where  neces- 
sary, in  any  case  as  to  the  reasonableness  or  otherwise  of  the  evidence  advanced. 

39.  PROTECTION  OF  POLICY-MONEYS  AGAINST  CREDITORS. 

The  principle  of  securing  policy-moneys  from  the  claims  of  creditors  is 
one  Avhich  has  long  been  in  force  in  the  various  States  of  the  Commonwealth, 
although  the  amount  of  protection  so  afforded  varies  considerably  as  also  do  the 
conditions  under  which  such  protection  is  granted.  Thus,  in  New  South  Wales 
and  Western  Australia,  the  amount  protected  ranges  from  £200  to  £2,000,  in 
Victoria  and  Tasmania  it  is  £1,000,  in  South  Australia  £2,000,  while  in  Queens- 
land unlimited  protection  is  afforded.  In  New  South  Wales  and  Western 
Australia  annuities  to  the  amount  of  £104  per  annum  are  also  protected. 

In  the  absence  of  any  fraudulent  intent  on  the  part  of  the  assured,  your 
Commissioners  consider  that  the  provision  is  a  desirable  one,  and  one  that  should 
be  incorporated  in  the  legislation  of  the  Commonwealth  under  its  constitutional 
powers  or  dealt  with  by  arrangement  with  the  States. 

An  assurance  is  usually  effected  with  the  object  of  securing  from  absolute 
want  either  the  dependants  of  the  assured  or  his  own  old  age,  and  it  appears  to 
your  Commissioners  undesirable  that  such  an  object  should  be  frustrated.  Where 
a  policy  has  been  taken  out  mainly  for  financial  purposes,  this  reason  for  protec- 
tion from  creditors  does  not  exist.  Your  Commissioners  are  consequently  of 
opinion  that  all  policies  which  are  payable  only  in  the  event  of  death  or  on  the 
attainment  of  the  age  of  sixty  or  upwards  should  receive  protection  from  creditors 
to  an  unlimited  extent,  but  that  in  the  event  of  execution  or  insolvency  they  should 
be  subject  to  a  charge  of  the  amount  without  interest  paid  as  premiums  during 
the  three  years  prior  to  the  date  of  such  execution  or  insolvency.  The  imposition 
of  such  a  charge  M'oiTld,  your  Commissioners  consider,  be  an  adequate  protection 
of  the  creditor  against  the  possibility  of  fraud. 

40.  ASSIGNMENT  OF  LIFE  POLICIES. 

An  assignment  of  a  life  policy  may  be  either  an  absolute  assignment,  or 
an  assignment  by  way  of  mortgage. 

The  procedure  which  has  been  provided  in  England  under  the  Policies  of 
Assurance  Act  1867,  and  in  the  Commonwealth  under  the  Acts  of  the  several 
States,  has  rendered  the  absolute  assignment  of  a  policy  inexpensive  and 
extremely  simply.  On  the  other  hand,  an  assignment  by  way  of  mortgage  usually 
requires  to  be  effected  by  means  of  separate  instrument,  and  involves  legal 
expenses.  One  effect  of  this  is  that,  in  many  cases  where  an  assignment  by  way 
of  mortgage  would  really  best  meet  the  requirements  of  the  assured,  an  absolute 
assignment  is  given,  often,  it  is  said,  in  ignorance  of  the  nature  of  the  difference. 

For  this  reason,  your  Commissioners  are  of  opinion  that  the  suggested 
Federal  Act  should  contain  ample  provision  for  rendering  the  procedure  in  con- 
nexion with  both  forms  of  assignment  as  simple  as  possible,  and  that  suitable 
forms  for  both  classes  of  assignment, should  be  included  in  the  Act. 

Your  Commissioners  are  of  opinion  also,  that  an  assignment,  whether 
absolute  or  by  way  of  mortgage,  should  only  be  considered  valid  as  against  the 
company  when  the  particulars  relative  thereto  have  been  indorsed  on  the_  policy 
itself,  and  signed  by  a  representative  of  the  company  duly  authorized  in  that 
behalf,  as  well  as  bv  the  assignor  and  the  assignee.  This  will  ensure  that  the  office 
has  due  notice  of  all  dealings  with  the  policy,  and  that,  at  any  given  moment,  it 
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knows  prima  facie  who  is  entitled  to  receive  the  moneys  assured  under  the  policy. 
This,  as  Avill  be  shown  later,  will  greatly  simplify  the  procedure  requisite  in  con- 
nexion with  lost  policies.  A  re-assignment  of  the  policy  to  the  assured  would,  of 
course,  require  undA-  this  system  to  be  indorsed  on  the  policy  by  the  company  in 
precisely  the  same  way  that  the  original  assignment  was  indorsed,  so  as  to  main- 
tain continuity  of  record  of  title  by  the  company.  The  fact  that  every  valid 
assignment  must  be  indorsed  on  the  policy  and  must  be  signed  by  a  duly  authorized 
representative  of  the  company  should  be  set  out  concisely  on  the  face  of  the  policy. 

41.  LOST  POLICIES. 

In  several  of  the  States  lost  policies  have  been  made  the  subject  of  legisla- 
tive provision.  The  usual  tenor  of  s^lch  provision  is  that  the  company,  on  satis- 
fying itself  that  the  policy  has  been  lost  or  destroyed,  and  on  giving  one  month's 
notice  by  advertisement  in  two  newspapers  of  its  intention  to  issue  a  special 
policy  in  lieu  of  that  lost  or  destroyed,  may  issue  a  special  policy  in  lieu  of  the 
original  which  thereupon  becomes  void.  In  other  cases  certified  copies  of  the 
policies  have  been  issued  for  the  satisfaction  of  the  assured,  but  such  a  copy  can 
have  by  itself  no  value,  and  on  the  policy  becoming  a  claim  it  has  been  usual  to 
require  from  the  beneficiary  a  bond  of  indemnity.  The  latter  course  is  evidently 
unsatisfactory,  while  the  former  has  the  disadvantage  of  being  both  cumbrous 
and  incomplete.  What  has  principally  to  be  guarded  against  in  such  a  case  is 
the  assignment  of  the  policy  without  notice  to  the  company,  and  even  a  month's 
advertisement  in  two  newspapers  might  easily  in  Australia  fail  to  give  due  notice 
to  an  assignee,  if  one  existed.  On  the  other  hand,  if  the  principle  of  requiring 
the  particulars  relative  to  every  assignment  to  be  indorsed  on  the  policy  and 
signed  by  the  company's  representative  were  enforced,  the  title  to  the  policy  could 
never  be  in  doubt,  and  a  declaration  as  to  the  loss  or  destruction  made  by  the 
assured  himself,  if  the  company's  books  contained  no  record  of  assignment,  or 
by  the  last  assignee  if  the  policy  had  been  assigned,  should  be  sufficient  to  warrant 
the  issue  of  a  duplicate  policy  subject  to  the  conditions  and  privileges  oil  the 
original  policy,  the  latter  thereupon  becoming  void.  The  cost  of  preparation  of 
such  a  duplicate  should  of  course  be  chargeable  to  the  applicant. 

42.  PREMIUMS  CARRYING  A  LIABILITY  TO  INCREASE. 

By  far  the  greater  portion  of  the  Life  Assurance  business  transacted  in 
the  Commonwealth  is  carried  out  on  the  basis  of  what  are  known  in  America  as 
"  level  premiums,"  that  is,  premiums  which,  unless  reduced  by  the  application  of 
bonus  allotments,  remain  constant  throughout  the  duration  of  the  term  for  which 
premiums  are  payable.  There  are,  however,  certain  other  forms  of  assurance, 
though  not  extensively  in  vogue  in  Australia,  under  which  the  premium  carries  a 
liability  to  increase  which  may  be  either  certain  or  contingent.  In  the  former 
category  may  be  placed  those  classes  of  assurance  under  which  the  premium 
payable  during  the  first  few  years  of  assurance  is  to  be  a  fraction,  usually  a  half, 
of  that  which  is  to  operate  for  the  remainder  of  the  period.  Under  the  second 
category,  viz.,  that  of  policies  with  premiums  liable  to  a  contingent  increase,  may 
be  grouped  two  quite  distinct  classes  of  assurance.  One  of  these,  comprising 
what  are  known  as  discounted  bonus  assurances,  is  practised  by  certain  English 
companies,  while  the  other  known  in  its  various  forms  as  "  fraternal "  or  "  assess- 
ment "  or  "  stipulated  premium "  assurance  is  largely  in  vogue  in  America. 
Under  both  of  these  the  assured  is  liable  in  the  event  of  sufficiently  unfavorable 
circumstances  to  have  his  premium  increased.  All  the  classes  here  referred  to 
are  quite  legitimate  forms  of  assurance  business,  and,  provided  that  the  business 
is  honestly  carried  out  on  a  sound  basis  and  the  assured  understands  the  nature 
of  the  contract  which  he  is  making,  your  Commissioners  see  no  reason  why  such 
companies  should  not  be  allowed  to  compete  for  a  share  in  the  business  of  Life 
Assurance.  They  are  of  opinion,  however,  that  as  the  form  of  assurance  most 
widely  known  in  Australia  is  that  involving  the  payment  of  a  "  level  premium," 
there  is  a  considerable  danger  in  the  case  of  the  other  forms  referred  to  that  the 
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proponent  may  be  under  a  misapprehension  in  making  his  proposal  for  a  policy 
under  one  of  them.  Your  Commissioners  consider,  therefore,  that  it  should  be 
compulsory  in  all  such  cases  for  a  notification  to  be  printed  in  coloured  ink  on  the 
proposal  forms,  policies,  renewal  notices,  and  premium  receipts  setting  forth 
concisely  the  exact  nature  of  liability  of  the  assured  in  respect  of  increase  of 
premiums. 

43.  MARRIED  WOMEN'S  POLICIES. 

A  matter  of  considerable  importance  in  connexion  with  Life  Assurance, 
though  not  usually  dealt  with  in  Life  Assurance  Acts,  is  that  relating  to  the 
rights  of  married  women  concerning  policies  effected  on  their  own  lives  or  on 
their  behalf.  In  the  English  Married  W omens  Property  Act  1870,  provision 
was  made  in  section  10  for  conferring  on  married  women  somewhat  extensive 
rights  in  connexion  with  policies  effected  for  their  benefit,  either  on  their  own 
lives  or  those  of  their  husbands.  This  Act  was  repealed  by  the  English  Married 
Women's  Property  Act  1882,  which,  in  section  11,  further  extended  the  rights  of 
married  women  in  this  respect.  The  main  effect  of  these  provisions  is  that  a 
married  woman  may  effect  on  her  own  life  or  that  of  her  husband  a  policy  of 
assurance  for  her  separate  use,  also  that  a  man  may  effect  on  his  own  life  a 
policy  of  assurance  for  the  benefit  of  his  wife  or  children,  or  both,  or  any  of  them, 
and  that  a  married  woman  may  effect  a  similar  policy  on  her  own  life  for  the 
benefit  of  her  husband  and  children,  such  policies  being  protected  from  the  claims 
of  creditors  unless  proved  to  have  been  effected  with  intent  to  defraud  creditors, 
in  which  case  the  creditors  will  be  entitled  to  receive  out  of  the  money  payable 
under  the  policy  a  sum  equal  to  the  premiums  so  paid.  In  all  the  States  of  the 
Commonwealth  legislative  provisions  of  the  same  nature  as  those  contained  in  the 
English  Acts  referred  to  are  in  force,  with  an  extension  in  the  case  of  Queensland 
applying  the  principle  to  a  policy  by  a  married  woman  on  "  any  life  in  which  she 
has  an  insurable  interest." 

Your  Commissioners  consider  that  the  principle,  with  this  latter  extension, 
should,  if  possible,  be  uniformly  applied  throughout  the  Commonwealth.  A  point 
concerning  which  some  doubt  has  been  expressed  should,  they  think,  be  made  clear 
in  the  legislation  dealing  with  this  matter.  In  England  it  has  been  declared  by 
the  Courts  that  no  contract  can  bind  a  married  woman  unless  she  has  some 
separate  property  at  the  time  the  contract  is  made,  and  in  the  light  of  this  declara- 
tion it  has  been  suggested  that  a  policy  effected  by  her  might  therefore  be  void 
unless  it  was  shown  that  the  first  premium  at  least  was  paid  out  of  her  separate 
estate. 

Your  Commissioners  are  of  opinion  that  the  legislation  of  Australia  should 
specially  confer  on  married  women  the  right  to  effect  the  assurances  referred  to, 
whether  possessing  separate  estates  or  not.  Another  point  which  has  been  men- 
tioned as  involving  some  difficulty  is  in  connexion  with  the  death  of  a  married 
woman  prior  to  her  husband  on  whose  life  she  had  effected  a  policy  for  her  own 
benefit.  If,  as  would  probably  happen  in  many  such  cases,  the  husband  had  not 
taken  out  letters  of  administration  to  the  wife's  estate,  some  difficulty  would  arise 
on  his  decease,  as  to  the  person  who  could  give  a  good  legal  discharge.  A  sugges- 
tion, which  appears  worthy  of  adoption,  has  been  made  that  in  such  a  case  it  should 
be  enacted  that  in  the  absence  of  proof  of  the  policy  having  been  dealt  with  by  the 
woman  during  her  lifetime  or  of  provision  made  by  will  for  its  disposal  after  her 
death,  the  policy  should  vest  absolutely  in  the  husband. 

44.  MINORS'  ASSURANCES. 

In  the  Queensland  Act  provision  is  made  enabling  minors  above  the  age  of 
sixteen  to  assure  with  all  the  rights  of  policyholders,  except  the  power  to  assign. 
In  view  of  the  advantages  accruing  to  early  assurance  in  the  shape  of  diminished 
premiums  at  subsequent  ages,  it  appears  desirable  that  a  similar  provision  should 
be  included  in  any  Federal  Act. 
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45.  PAYMENT  WITHOUT  PROBATE  OR  LETTERS  OF 
ADMINISTRATION. 

In  all  the  States  of  the  Commonwealth,  except  New  South  Wales,  legisla- 
tive provision  is  made  for  exempting  from  the  necessity  for  probate  and  letters 
of  administration  policies  assuring  small  sums,  although  the  limit  of  snch 
exemption  varies  considerably  in  the  different  States.  Thus,  in  Victoria  and 
West  Australia  the  amount  is  £200  and  bonuses,  in  Queensland  £300  and  bonuses, 
in  South  Australia  a  total  of  £300,  and  in  Tasmania  a  total  of  £250. 

The  fact  that  the  small  sum  so  payable  frequently  represents  almost  the 
whole  estate  of  the  deceased,  or,  at  all  events,  almost  the  whole  of  the  readily 
realizable  estate,  appears  to  us  to  render  desirable  some  arrangement  whereby 
an  exemption  of  this  character  should  be  uniform  throughout  the  Commonwealth, 
and  also  to  warrant  the  suggestion  that  the  sum  so  exempted  should  be  £500 
including  bonuses. 

46.  TRANSFER  FROM  ONE  STATE  TO  ANOTHER. 

In  Victoria,  Queensland,  and  Western  Australia  provision  is  made  that 
policies  transferred  to  those  States  from  the  registers  of  other  States  shall  for 
all  purposes  be  regarded  as  contracts  effected  in  the  States  to  which  tliey  have 
been  transferred.  The  necessity  for  such  a  provision  has  arisen  from  the  view 
very  generally  held  that,  in  the  absence  of  special  enactment  to  the  contrary,  a 
contract  made  in  one  State  remains  for  all  time  a  contract  of  that  State,  irrespec- 
tive of  subsequent  dealings  therewith.  The  expense  and  inconvenience  im^olved 
in  requiring,  for  example,  that  probate  must  be  obtained  in  the  State  of  issue, 
appears  quite  unnecessary,  and  your  Commissioners  are  of  opinion  that  provision 
for  rendering  transferred  policies  in  all  cases  subject  to  the  probate  and  other 
laws  of  the  State  to  which  they  have  been  transferred,  would  be  in  the  interests 
alike  of  the  companies  and  the  persons  assured.  It  is  desirable  that  arrange- 
ments be  made  with  the  States  to  deal  with  this  aspect  of  the  subject  on  uniform 
lines. 

47.  RELATIVE  MERITS  OF  MUTUAL  AND  PROPRIETARY 

COMPANIES. 

Broadly  speaking.  Life  Assurance  companies  may  be  said  to  be  divisible 
into  two  classes,  viz.  (a)  that  in  which  the  proprietorship  of  the  business  is 
vested  solely  in  the  policyholders,  and  (b)  that  in  which  the  proprietorship  is 
vested  in  a  body  of  shareholders,  whose  several  interests  in  the  business  are 
represented  by  the  capital  allotted  to  them.  The  former  class  is  usually 
known  as  "  Mutual  "  and  the  latter  as  "  Proprietary."  The  term  "  mixed  "  has 
also  been  applied  to  companies,  which  are  proprietary  in  constitution,  but  which 
make  provision  for  a  distribution  of  divisible  surplus  between  shareholders  and 
policyholders.  As,  however,  practically  all  proprietary  companies  do  this,  the 
distinction  is  of  little  importance. 

A  further  distinction  has  been  made  in  the  case  of  certain  proprietary 
companies  which  undertake  to  distribute  amongst  the  policyholders  a  fixed  per- 
centage of  profits,  and  also  guarantee  to  run  the  business  in  such  a  manner  that 
the  expenses  of  management  shall  not  exceed  a  fixed  percentage  of  the 
premium  income.  Companies  giving  such  an  undertaking  and  guarantee  have 
sometimes  been  known  as  "  co-operative."  Mutual  companies  are  also  capable 
of  subdivision,  and  the  branches  known  as  "  assessmentism "  and  "  fraternal 
assurance  "  have  assumed  considerable  proportions  in  the  United  States  and  in 
Canada,  although  but  little  known  in  Australia.  It  has,  indeed,  been  urged  that, 
as  nearly  all  so-called  mutual  companies  in  Australia  transact  a  certain  amount 
of  non-participating  business,  that  is  business  in  which  the  policyholder  does 
not  participate  in  the  profits,  the  business  loses  its  mutual  character  and  becomes 
practically  a  proprietary  company  in  which  the  participating  policyholders 
occupy  the  position  of  proprietors  entitled  to  all  profits. 
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With  a  view  to  obtaining  expressions  of  opinion  from  representatives  of 
the  different  classes,  a  question  was  submitted  to  them  asking  for  a  brief  state- 
ment expressing  their  judgment  of  the  relative  merits  of  mutual  and  proprietary 
or  mixed  companies  from  the  stand-point  of  the  policyholder.  The  replies  will 
be  found  in  Appendix  B  hereto  (Question  4). 

As  will  be  there  seen,  the  question  was  replied  to  at  some  length  by  thiq 
representatives  of  thirteen  out  of  the  seventeen  companies  which  furnished 
replies,  and  whilst  some  of  the  witnesses  expressed  opinions  strongly  in  favour 
of  the  mutual  form  of  constitution  and  others  were  equally  strong  in  their 
support  of  a  system  involving  the  proprietary  element,  certain  of  them  held  the 
opinion  that  both  forms  were  equally  good,  and  that  success  depended  mainly 
upon  the  efficiency  of  the  management,  and  the  personnel  of  the  Board  of 
Directors.  It  was  stated  also  by  one  witness  that  fraternal  insurance  by  means 
of  the  lodge  system  reduces  expense,  and  enables  persons  to  obtain  insurance  at  a 
cheaper  rate. 

The  following  is  a  summary  of  the  principal  points  which  have  been 
advanced  by  the  various  witnesses  for  and  against  the  respective  systems — 

(1)  Points  which  have  been  advanced  in  favour  of  mutual  basis  of  consti- 
tution— 

(i.)  Members  of  mutual  society  share  the  whole  of  the  profits  in  such 

manner  as  they  themselves  decide, 
(ii.)  Members  have  the  sole  power  of — 
(a)  enacting  by-laws, 
(&)  electing  directors,  and 
(c)  managing  the  business  generally  as  they  think  fit. 

(iii.)  In  mutual  companies  the  policyholder  gets  insurance  at  actual 
cost  price,  as  any  premiums  he  may  pay  in  excess  of  cost  are 
returned  to  him  in  the  form  of  bonuses. 

(iv.)  Experience  shows  that  a  proprietary  form  of  government,  even 
though  benevolent  at  first,  will  ultimately  become  an  evilly- 
disposed  government,  and  that  the  only  remedy  for  this 
tendency  is  for  the  community  to  possess  the  power  to  eject 
the  controlling  interest  if  it  becomes  decadent.  Even  if  not 
freely  exercised,  the  mere  existence  of  such  a  power  has  a 
salutary  influence. 

(2)  Points  which  have  been  urged  against  a  mutual  basis  of  constitution— 

(i.)  As  the  majority  of  mutual  policyholders  know  little  or  nothing 
of  Life  Assurance  business,  they  do  not  exercise  the  power  to 
teheck,    if  necessary,   directors   and  management  which  their 
voting  privileges  give  them, 
(ii.)  Owing  to  extension  of  business,  it  becomes  impossible  for  policy- 
holders in  a  mutual  office  to  exercise  their  governing  powers, 
(iii.)  The  names  and  addresses  of  the  policyholders  are  in  the  keeping 
of  the  management,  and  since  the  agents  and  other  officials  are 
paid  and  controlled  by  the  management,  enough  proxies   can 
always  be  obtained  to  ensure  the  election  of  the  management's 
nominees  as  directors, 
(iv.)  The  number  of  policyholders  who  actually  vote  is  usually  a  very 

small  proportion  of  the  total  eligible, 
(v.)  Even  in  mutual   societies  the  mutual  principle  is  not  applied 
throughout.       Exempted  groups  being  such  as — • 
(a)  Industrial  policyholders, 
.,       (b)  Holders  of  non-participating  ordinary  policies, 
(vi.)  In   industrial   insurance,  an  attempt   to   give  the   policyholders 
power  to  elect  directors  would  place  the  control  absolutely  in 
the  hands  of  the  agents, 
(vii.)  In  practice  the  government  of  mutual  offices  is  not  in  the  hands  of 
policyholders,  nor  has  any  satisfactory  method  been  hitherto 
adopted  for  securing  policyholders'  votes;  hence  the  so-called 
mutual  offices  are  not  truly  mutual. 
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(viii.)  The  contention  that  all  the  profits  of  a  mutual  office  belong  to  the 
policyholders  must  be  qualified  by  the  statement  that  the  policy- 
holders get  all  the  profits  after  the  management  has  been  paid. 

(ix.)  In  a  mutual  office,  if  the  bonus-rate  be  reduced,  or  even  vanishes, 
the  policyholders  will  suffer  all  the  loss,  for  the  manager  or 
directors  will  not  reduce  their  own  income  in  consequence. 

(x.)  To  say  that  in  a  mutual  office  policyholders  get  all  the  profits, 
without  adding  that  they  also  bear  all  the  expenditure,  is  merely 
to  utter  a  pointless  truism. 

(xi.)  A  mutual  office  which  issues  contracts,  both  with  and  without 
profit,  is  really  a  "  mixed  "  office— so  that  there  is  not  a  strictly 
mutual  office  in  Australia. 

(xii.)  Mutual  companies,  as  regards  management,  are  mutual  only  in 
name.  «  Management  as  a  rule  is  superior  in  proprietary 
companies. 

(3)  Points  which  have  been  advanced  in  favour  of  proprietary  basis  of  con- 
stitution— 

(i.)  Paid-up  and  uncalled  capital  constitute  a  security  over  and  above 
the  ordinary  assurance  fund. 

(ii.)  If  proprietary  companies  fail  to  show  good  results  for  partici- 
pating policyholders,  they  cannot  give  good  results  to  their 
shareholders.  The  inducement,  therefore,  exists  to  give  policy- 
holders big  profits. 

(iii.)  The  main  advantage  of  a  subscribed  or  paid-up  capital  in  the 
case  of  a  Life  Assurance  institution  is  in  its  early  stages  before 
any  considerable  sum  has  been  accumulated  out  of  the  premiums 
paid  by  policyholders. 

(iv.)  On  the  whole  the  interests  of  policyholders  do  not  suffer  in  live 
proprietary  (mixed)  companies. 

(v.)  It  is  not  to  the  advantage  of  shareholders  that  the  reputation  of 
their  company  should  be  damaged  for  liberality  and  for  equit- 
able treatment  of  its  policyholders. 

(vi.)  Policyholders  in  a  proprietary  company  possess  an  advantage  in 
the  fact  that  the  controlling  interest  of  the  shareholders  implies 
methods  which  aim  at  securing  absolute  safety  so  as  to  prevent 
the  shareholders'  capital  being  drawn  upon  to  avoid  any 
possible  losses, 
(vii.)  In  a  "  co-operative  "  office  the  expense  rate  is  guaranteed,  and  if 
there  is  no  profit  or  a  diminished  profit  to  policyholders,  the 
shareholders  who  are  responsible  for  the  management  share  the 
loss,  and  loss  is  therefore  less  likely  to  arise, 
(viii.)  Directors  in  a  "co-operative"  office  are  more  amenable  to  control 
than  in  a  mutual  office. 

(ix.)  A  "  co-operative "  office  does  not  need  a  large  capital.  The 
function  of  the  capital  is  not  so  much  to  guarantee  the  policy 
as  to  guarantee  the  undertaking  of  the  shareholders  with 
respect  to  expense  rate. 

(4)  Points  which  have  been  urged  against  a  proprietary  basis  of  constitution — 

(i.)  Policyholders  have  no  voice  whatever  in  management  or  in 
appointment  of  directors. 

(ii.)  Shareholders  may  do  as  they  please,  and  may  take  a  greater  or 
less  proportion  of  the  profits  which  are  earned. 

(iii.)  A  paid-up  capital,  in  the  case  of  a  Life  Assurance  institution 
after  its  early  years,  is  an  unnecessary  encumbrance. 

(iv.)  Interests  of  policyholders  and  shareholders  are  at  times  antagon- 
istic, and  at  such  *'mes.  the  interests  of  the  shareholders 
have  received  the  \irst  consideration  at  the  hands  of  the 
directors  who  are  themselves  shareholders. 
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(v.)  Shareholders  have  at  times  received  dividends  when  no  bonuses 

were  allotted  to  policyholders, 
(vi.)  It  has  been  amply  proved  that  the  necessity  for  a  buffer  such  as 
•  shareholders'  capital  to  stand  between  policyholders'  funds  and 
loss  is  not  now  required, 
(vii.)  It  is   a   bad   principle  which  allows   a   stockholder  to  intervene 
(between  the  policyholders  and  the  profits  which  the  premium 
fund  has  created. 
Of  the  nineteen  companies  transacting  Life  Assurance  business  in    the 
Commonwealth,  nine  are  what  have  been  defined  above  as  proprietary  companies 
and  ten  are  mutual  companies.    Of  the  nine  proprietary  companies,  however,  one 
Australian  and  two  foreign  companies  have  ceased  the  transaction  of  new  Ijusi- 
ness,  and  are  engaged  merely  in  the  collection  of  renewal  premiums,  and  the 
settlement  of  claims  in  respect  of  policies  still  on  their  books. 

In  other  countries  the  relative  degree  of  development  of  these  two  systems 
has  varied  considerably,  thus,  in  England,  the  great  majority  of  the  companies 
are- proprietary,  while  in  the  United  States  almost  all  are  mutual;  and  again,  in 
Canada,  it  was  stated  by  the  Canadian  Royal  Commission  on  Life  Insurance  that, 
at  the  date  of  their  report  (22nd  February,  1907),  there  was,  properly  speaking, 
only  one  mutual  company. 

Your  Commissioners,  after  due  consideration  of  all  the  matters  before  them, 
are  of  opinion  that  it  would  be  unwise  to  introduce  any  legislative  provision  that 
would  directly  or  indirectly  tend  to  favour  one  system  rather  than  the  other,  but 
that,  subject  to  the  public  safeguards  that  they  have  suggested  in  the  course  of 
their  report  each  should  be  left  as  free  as  possible  to  attain  its  due  development. 

48.  REPRESENTATION  OF  PARTICIPATING  POLICYHOLDERS. 

The  question  of  securing  due  representation  of  participating  policyholders 
in  the  management  of  an  assurance  company,  whether  mutual  or  proprietary, 
is  one  which  received  extensive  consideration  by  the  Canadian  Royal  Commission 
on  Life  Insurance.  With  the  object  in  view  of  securing  such  representation,  the 
Commission  recommended  for  adoption  a  lengthy  series  of  provisions  based  in  the 
main  on  the  method  of  nomination  and  election  in  vogue  in  the  State  of  New 
York.  These  provisions  are  set  ovit  on  pages  164  to  166  of  the  Commission's 
Report,  but  after  careful  consideration  your  Commissioners  are  of  opinion 
that  no  useful  purpose  would  be  served  by  the  adoption  of  similar  pro- 
visions in  Australia.  Your  Commissioners  consider  that  in  every  case  the  fullest 
opportunity  should  be  afforded  to  a  prospective  policyholder  of  ascertaining  the 
constitution  of  any  company,  and  the  rights  and  obligations  attaching  to  those 
assured  therein,  but  they  do  not  consider  that  the  minute  regulation  of  the  internal 
workings  of  the  company  is  a  desirable  governmental  function  unless  it  can  be 
distinctly  shown  that  existing  methods  are  either  conducive,  or  may  possible  prove 
conducive,  to  fraud. 

The  only  feature  in  the  present  method  of  voting  in  connexion  with 
mutual  companies,  which  appears  to  your  Commissioners  to  require  regulation,  is 
the  matter  of  granting  proxies,  a  system  which  certainly  appears  open  to  objection. 
In  their  opinion  the  most  desirable  method  of  ascertaining  the  wishes  of  the 
policyholder  is  by  obtaining  his  vote  either  in  person  or  by  post  on  the  question 
under  consideration.  The  policyholder  who,  on  learning  the  nature  of  the  ques- 
tion and  the  fact  that  his  vote  may  be  recorded  inexpensively  by  post,  fails  to  avail 
himself  of  his  rights  does  not  appear  to  your  Commissioners  to  deserve  the  provi- 
sion of  special  legislative  enactment  on  his  behalf. 

49.  QUALIFICATIONS  OF  COMPANY'S  ACTUARY. 

A  serious  defect  in  the  English  Act  of  1870,  and  one  which  has  only  been 
slightly  remedied  in  the  Australian  legislation  based  thereon,  occurs  in  connexion 
with  the  provisions  for  valuation  of  the  liabilities  and  assets  of  the  company; 
viz.,  that  the  qalifications  to  be  possessed  by  the  actuary  responsible .  for  such 
valuations  are  not  specified,  nor  is  any  provision  made  requiring  the  actuary  to 
certify  to  the  correctness  of  his  valuation,  or  the  position  of  the  company  which 
it  has  disclosed.  The  South  Australian  Act  of  1882  requires  the  actuary  to  be 
approved  by  the  Public  Trustee,  while  the  Queensland  Act  requires  him  to  be 
approved  by  the  Governor  in  Council. 
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In  most  of  the  Australian  companies  the  responsible  actuary  is  a  Fellow 
of  the  Institute  of  Actuaries  of  London,  or  of  the  Faculty  of  Actuaries  of  Edin- 
burgh, and  considering  the  high  attainments  in  actuarial  knowledge  and  practice 
required  by  these  societies  before  admission  to  the  class  of  Fellow,  your  Commis- 
sioners are  of  opinion  that  such  a  qualification  would  in  any  case  be  sufficient: 
There  may,  however,  be  cases  in  which  an  actuary  possesses  other  qualifications  by 
examination,  and  there  may  also  be  cases  in  which  an  actuary,  although  highly 
Skilled  and  possessing  an  extensive  practical  experience  in  the  actuarial  aspects  of 
the  business  of  Life  Assurance,  may  yet  have  never  presented  himself  for  examina- 
tion. 

To  provide  for  such  cases,  your  Commissioners  would  suggest  that  a  certain 
amount  of  discretionary  power  should  be  allowed  to  the  Federal  officer  controlling 
the  Insurance  Department,  and  that  the  qualification  should  be  that  of  Fellowship 
of  the  Institute  or  of  the  Faculty  of  Actuaries,  or  such  qualifications  as  will 
satisfy  the  Federal  officer  that  the  extent  of  the  actuarial  knowledge  and  experi- 
ence of  the  actuary  is  such  as  entitle  him  to  be  entrusted  with  the  responsibility 
of  a  valuation. 

50.  INSURABLE  INTEREST. 

The  question  of  insurable  interest  is  one  which  arose  somewhat  early  in 
the  history  of  insurance  in  England,  and  was  provided  for  by  an  Act  of  George 
III.,  passed  on  13th  January,  1774.  This  Act,  which  is  known  as  the  Gambling 
Act,  rendered  "  null  and  void,  to  all  intents  and  purposes  whatever "  every 
assurance  made  on  any  event  in  which  the  person  for  whose  benefit  the  assurance 
was  made  has  no  interest,  or  made  "  by  way  of  gaming  or  w^agering."  In  the 
preamble  to  the  Act  it  is  set  out  that  "  it  hath  been  found  by  experience  that  the 
making  Insurances  on  Lives,  or  other  events  wherein  the  assured  shall  have  no 
interest  has  introduced  a  mischievous  kind  of  gaming,"  and  the  object  of  the 
Act  was  to  penalize  such  conduct  by  avoiding  the  contract  involved.  The  provi- 
sions of  this  Act  have  received  such  extensive  interpretation  by  the  Courts  that 
it  appears  desirable  in  the  suggested  Federal  Act  that  they  should  be  incorporated 
verbatim.  The  reason  for  requiring  an  insurable  interest  in  all  cases  appears  to 
your  Commissioners  to  be  as  strong  now  as  when  the  Act  was  passed. 

It  would  appear,  however,  that  in  the  case  of  Industrial  Assurance  it  is 
necessary  to  introduce  some  modification  of  the  principle,  so  as  to  prevent  an 
injustice  being  done,  which  the  original  Act  presumably  never  contemplated.  In 
Australia,  for  more  than  twenty  years  past,  industrial  policies  have  been  issued 
on  the  lives  of  children  at  the  instance  of  and  in  the  name  of  the  children's  parents, 
although  such  parents  possessed  no  insurable  interest  in  the  lives  assured.  This 
class  of  business  was  recognised  by  the  Federal  Legislature  as  satisfying  a  distinct 
requirement  on  the  part  of  the  community,  and  as  meriting  every  encouragement. 
An  Act,  No.  12  of  1905,  was  accordingly  passed  by  the  Federal  Parliament,  giving 
the  business  a  legal  basis,  and  providing  tiiat  up  to  a  limited  amount  policy-moneys 
on  the  life  of  a  child  might  be  made  payable  to  the  parent  of  the  child  or  to  the 
personal  representative  of  the  parent.  A  similar  provision  was  made  in  the 
English  Friendly  Societies  Act  of  1875,  and  was  re-enacted  in  1896  in  the 
Friendly  Societies  Act  of  that  year. 

A  further  difficulty  in  connexion  with  the  qiiestion  of  insurable  interest 
has  arisen  in  reference  to  the  insurance  of  other  dependents  on  whose  lives  the 
persons  effecting  the  assurance  have  no  insurable  interest.  In  many  cases,  such 
assurances  have  been  effected  so  as  to  provide  the  means  requisite  for  defraying 
the  expenses  of  funeral  and  last  illness  in  the  case  of  father,  mother,  sister,  or 
other  relative,  and  it  appears  that  such  assurances  also  lack  legal  foundation. 
The  new  English  Assurance  Companies  Act  of  1909  provides  for  such  cases  in 
Section  36,  Sub-section  i.,  where  it  is  stated  that  "Amongst  the  purposes  for  which 
Collecting  Societies  and  Industrial  Assurance  Companies  may  issue  policies  of 
assurance,  there  shall  be  included  insuring  money  to  be  paid  for  the  funeral 
expenses  of  a  parent,  grand-parent,  grand-child,  brother  or  sister." 

Your  Commissioners  are  of  opinion  that  a  similar  extension  of  the  principle 
of  insurable  interest  should  be  made  in  the  suggested  Federal  Act. 

F.5.?32.  c 
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51.  INDUSTRIAL  ASSURANCE. 

During  recent  years  there  has  been  in  Australia,  as  in  other  parts  of  the 
world,  a  marked  development  in  that  class  of  Life  Assurance  business  which 
consists  in  the  issue  of  policies  for  small  amounts  paid  for  by  means  of  weekly 
premiums,  collected  at  the  homes  of  the  assured  by  servants  of  the  Assurance 
company.  Owing  to  the  fact  that  the  persons  assured  under  such  policies  at 
the  initiation  of  the  system  in  England  some  fifty-six  years  ago,  were  drawn 
mainly  from  the  industrial  classes,  this  class  of  business  received  the  name  of 
"  Industrial  Assurance,"  a  name  which  in  English-speaking  communities  it  has 
since  retained.  The  name  is  ill-chosen,  and  is  occasionally  misunderstood  as 
referring  to  assurance  against  various  contingencies  arising  in  connexion  with 
the  employment  of  workmen.  It  has,  however,  now  become  so  firmly  established 
that  such  instances  of  misconception  are  probably  few,-  and  an  attempt  to  change 
it  would  probably  only  result  in  greater  confusion  than  that  which  it  was  intended 
to  remedy. 

The  sums  assured  under  industrial  policies  are  in  all  cases  small  and  the 
weekly  payments  range  from  a  penny  upwards.  For  the  year  1907  the  average 
sum  assured  per  policy  in  different  countries  was  as  follows : — 

United  Kingdom,  £10;  Australia,  £21;  Canada,  £24;  and  United 
States  of  America,  £27. 

It  is  clear,  from  the  smallness  of  these  sums,  that  the  object  which  a  proponent 
has  in  view  is,  in  most  cases,  not  identical  with  that  of  a  proponent  for  what  is 
known  as  an  "  ordinary  policy."  In  the  case  of  an  industrial  policy,  it  is  very 
generally  considered  that  the  object  in  view  is  mainly  that  of  provision  for  death 
and  burial  expenses,  and  the  importance  which  the  industrial  classes  usually 
attach  to  a  "  decent  burial "  may  possibly  account  in  part  for  the  rapid  growth 
which  has  characterized  this  form  of  assurance  since  its  initiation  in  England  in 
1854.  At  the  present  time  there  are  approximately  26,000,000  industrial  policies 
in  force  in  the  United  Kingdom,  19,000,000  in  the  United  States,  5,000,000  in 
Germany,  400,000  in  Canada,  and  350,000  in  Australia.  It  has  been  urged,  and 
we  feel  that  there  is  considerable  force  in  the  contention,  that  the  extent  to  which 
the  system  has  flourished  in  the  leading  business  nations  of  the  world — Great 
Britain,  the  United  States,  and  Germany— furnishes  sufficient  evidence  to  justify 
a  continuation  of  the  system,  and  proves  that  this  form  of  assurance  '''  appeals 
best  to  those  people  of  the  world  that  have  the  keenest  business  instincts."  (See 
Appendix  B,  Question  8  (b),  Reply  16a  (6).)  While  there  can  be  little  doubt  that 
the  growth  of  this  form  of  assurance  furnishes  an  indication  that  it  supplies  a 
distinct  want  felt  by  the  community,  the  opinion  has  been  expressed  in  various 
quarters  that  the  cost  of  the  benefit  falls  with  undue  severity  upon  the  working 
classes.  This  phase  of  the  question  has  received  the  careful  consideration  of  your 
Commissioners,  who  are  of  opinion  that,  from  the  nature  of  the  case,  industrial 
assurance  must  necessarily  be  expensive  so  long  as  the  house  to  house  collection  is 
an  essential  feature  of  the  system.  That  such  mode  of  collection  is  essential  to  the 
successful  conduct  of  non-compulsory  Industrial  Assurance  is  strongly  held  by 
all  the  companies  engaged  in  the  business,  and  their  contention  appears  to 
be  justified,  directly  by  the  almost  absolute  failure  of  the  British  Government's 
scheme  of  Post  Office  Assurance  without  collectors,  and  indirectly  by  the  fact 
that,  as  far  as  your  Commissioners  know,  no  prominent  company  in  any  of  the 
countries  named  carries  on  industrial  business  without  collectors.  "Were  a  system 
practicable  without  collectors,  the  saving  in  expense  to  the  company  employing  it 
vpould  be  so  great  as  obviously  to  lead  to  its  universal  adoption.  Your  Commis- 
sioners are  of  opinion,  therefore,  that  in  transacting  the  business  of  Industrial 
Assurance,  the  companies  concerned  are  catering  for  a  genuine  public  require- 
ment, and  that  in  carrying  out  that  business  with  the  assistance  of  house  to  house 
collectors,  they  are  doing  so  in  the  only  practical  way  in  which,  under  existing 
circumstances,  success  can  be  assured.  The  fact,  however,  that  the  classes  amongst 
which  Industrial  Assurances  are  usually  effected,  are  not  on  the  average,  as  well 
able  as  "  ordinary  "  policyholders  are  to  use  for  their  protection  published  returns 
concerning  the  companies  carrying  on  business,  appears  to  warrant  somewhat 
closer  Government  supervision  in  the  case  of  Industrial  Assurance  than  has  been 
recommended  in  the  case  of  Ordinary  Assurance.    Your  Commissioners  consider, 
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therefore,  that  in  addition  to  the  provisions  already  suggested  in  the  case  of 
ordinary  companies,  requiring  the  lodging  of  a  deposit,  the  issue  of  a  license,  the 
approval  of  proposal  and  policy  forms,  the  periodical  actuarial  valuation  of 
liabilities  and  assets,  and  the  periodical  publication  of  returns,  each  Industrial 
Assurance  Company  should  be  required  to  submit  for  the  approval  of  the  Commis- 
sioner its  rates  of  premium,  and  the  rates  of  dividend  or  bonus,  if  any,  which  it 
proposes  to  pay  from  time  to  time  to  its  shareholders  or  policyholders.  In  the 
event  of  the  Commissioner  deciding  to  withhold  his  approval  from  such  rates,  the 
company  should,  if  it  so  desire,  be  entitled  to  appeal  to  the  High  Court  or  the 
Supreme  Court,  as  in  the  case  of  any  other  decision  of  the  Commissioner. 

Many  companies,  at  the  present  time,  carry  on  both  Industrial  and 
Ordinary  business ;  the  former  class  of  business  frequently  leading  to,  or  furnish- 
ing valuable  opportunities  for  the  transaction  of  the  latter.  There  is  in  such 
cases  a  possibility  that  one  class  of  policyholders  may  be  made  to  bear  part  of  the 
expense  legitimately  chargeable  to  the  other.  To  obviate  this  as  far  as  practic- 
able, your  Commissioners  consider  it  desirable  that  in  all  returns  of  revenue, 
expenditure,  liabilities,  and  assets,  the  affairs  of  the  two  branches  should  be  kept 
distinct,  and  that  an  apportionment  of  expenses  common  to  the  two  branches 
should  be  made  by  the  company  on  principles  to  be  approved  in  each  case  by  the 
Commissioner.  They  also  consider  that  in  all  matters  relating  to  deposit,  license, 
etc.,  between  the  company  and  the  Commissioner,  the  Industrial  and  the  Ordinary 
branches  should  be  treated  as  though  they  were  separate  companies. 

Regarding  the  suggestion  above  made  relative  to  the  approval  by  the 
Commissioner  of  the  rates  of  dividend  or  bonus  proposed  to  be  distributed 
amongst  the  shareholders  and  policyholders  from  time  to  time,  it  may  be  noted 
that  the  business  of  Industrial  Assurance  is,  in  many  cases,  carried  on  by  pro- 
prietary companies,  and  it  has  been  alleged  against  such  companies  that  small 
premiums  are  collected  from  poor  policyholders  in  order  to  pay  large  dividends 
to  rich  shareholders.  "Where  capital  has  been  genuinely  risked  by  shareholders 
to  form  the  basis  of  the  guarantee  of  benefits  to  the  policyholders,  your  Commis- 
sioners are  of  opinion  that  such  shareholders  are  entitled  to  a  fair  rate  of  dividend 
on  the  amount  risked  by  them,  but  consider  that  such  dividend  should  not  be  pay- 
able at  an  exorbitant  rate,  nor  at  all  on  merely  nominal  capital. 

52.  DEFERRED  BONUS  DISTRIBUTIONS. 

Some  companies,  doing  business  in  Australia,  have  issued  policies  at 
various  times  on  what  is  known  as  the  "  tontine  "  or  "  semi-tontine  "  principles. 
The  main  feature  of  these  policies  is  that  the  bonus  accrued  in  respect  of  them  is 
not  distributed  at  the  dates  of  the  company's  valuations,  but  is  deferred  until 
the  end  of  a  specified  "  tontine "  period,  frequently  twenty  years,  and  is  then 
distributed  amongst  the  survivors  of  the  policyholders  which  had  been  constituted 
a  "  tontine  "  group.  In  such  cases,  the  policy  itself  is  usually  a  whole  life  policy, 
that  is  to  say,  so  far  as  the  face  value  of  the  policy  is  concerned  it  is  payable  only 
on  the  death  of  the  assured.  Thus  the  policy  consists  of  a  whole  life  policy  with 
a  bonus  interest  contingent  on  the  assured  surviving  twenty  years,  but  payable 
without  profits  should  death  occur  within  the  twenty  years.  In  certain  cases 
this  form  of  policy  has  been  unwittingly  mistaken  by  proponents  for  an  endow- 
ment assurance,  under  which  the  full  sum  assured  would  become  payable  at  the 
end  of  twenty  years,  and,  in  such  cases,  policyholders  have  felt  aggrieved,  when, 
at  the  end  of  the  tontine  period  they  have  been  offered  instead  of  the  expected 
face  value  of  the  policy,  merely  certain  options  with  reference  only  to  the  deferred 
bonus.  The  matter  was  made  the  subject  of  two  of  the  questions  submitted 
to  the  officers  of  Life  Assurance  companies,  and  their  replies  to  these  are 
contained  in  Appendix  B  hereto.  (See  Questions  40  and  41.)  From  these 
replies  it  will  be  seen  that  the  issue  of  "  tontine  "  policies  of  assurance  has  been 
practically  discontinued  in  Australia.  In  response  also  to  their  advertisement 
for  evidence  (Appendix  D),  your  Commissioners  received  two  communications 
relative  to  "  tontine  "  policies,  in  both  of  which  the  policy  had  been  mistaken  for 
an  endowment  assurance. 
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In  America,  where  the  niethod  of  deferred  bonus  distribution  was  at  one 
time  largely  practised,  an  objection  urged  against  the  principle  has  been,  that 
the  retention  in  the  hands  of  the  company  of  extensive  funds  unallotted  to 
specific  contracts,  furnished  undesirable  opportunities  for  speculative  financing. 
Such  an  objection  has  little  force  in  reference  to  Australia,  since  the  "  tontine  " 
method  of  distribution  is  one  which  never  had  much  vogue  in  the  Commonwealth, 
and  which  appears  now  to  have  been  practically  discontinued  so  far  as  new 
business  is  concerned.  Provided  the  proponent  fully  understands  the  nature  of 
the  contract  into  which  he  is  entering,  there  is  nothing  inherently  objectionable 
in  the  principle  of  deferred  bonus,  but  in  view  of  the  fact  that  serious  misconcep- 
tions have  arisen  in  connexion  with  "  tontine  "  policies,  it  appears  desirable  that 
m  any  case  in  which  such  policies  are  issued,  the  company  should  be  required  to 
state  distinctly  both  on  the  proposal  form,  and  also  on  the  policy  itelf,  that  the 
principal  contract  ia  one  which  is  determined  by  death,  and  not  at  the  expiration 
of  the  "  tontine  "  period. 

53.  AUDIT. 

The  question  of  the  satisfactory  audit  of  the  accounts  of  a  Life  Assurance 
company   is   one  which  does  not   appear  to   have  received  at  all  times  from  the 
Legislature  such  attention  as  its  importance  deserves  in  connexion  with  company 
law,'  and  provisions  concerning  it  have  not  infrequently  been  left  for  inclusion  m 
the  Articles  of  Association  regulating  the  business  of  the  various  companies.    In 
the  Victorian  Companies  Act  1896,  a  general  provision  relating  to  "  Audit   and 
Auditors  "  is  included  in  Sections  27  to  35,  but  under  Section  27  Life  Assurance 
companies  are  specially  exempted  from  the  provisions  of  these  sections.       The 
object  of  a  company  audit  is  that  of  providing  an  independent  check  on  the 
financial  transactions  of   the  company's  executive   and   staff  by  some  person  or 
persons  appointed  for  that  purpose  by  the  shareholders,  or,  in  the  case  of  a  mutual 
Life  Office,  by  th^  policyholders.    The  election  of  the  auditors  usually  takes  place 
at  the  annual  meeting  of  the  company.      In  some  cases,  it  would  appear  that  the 
audit  is  of  a  somewhat  perfunctory  nature,  and  the  amount  usually  payable  as 
auditors'  fees  appears  quite  incommensurate  with  the  labour  involved  in  such  a 
detailed  examination  of  the  transactions  of  the  company  as  would  be  necessary  to 
enable  the  auditor  to  make  the  proper  certification,  viz.,  that  the  business  of  the 
company  had  been  carried  out  in  strict  accord  with  the  laws  of  the  land,  and  the 
constitution  and  by-laws  of  the  company,  and  that  the  books  of  the  company  had 
been  well  and  truly  kept  in  accordance  with  the  recognised  principles  of  account- 
anoy.      In  many  cases,  it  seems  probable  that  the  last  mentioned  is  the  function 
to  which  importance  is   attached   by   the  auditors,  correctness   in   posting   and 
accuracy  in  balancing  being  sometimes  looked  upon  as  the  main  requisite.       It 
has  been  well  said  that  there  are  three  things  which  it  is  the  auditor's  duty  to 
detect,  if  they  exist,  these  are  frauid,  technical  errors,  and  errors  of  principle,  and 
it  m,ay   be  said  that  the   auditor  who  preserves  his  company  from  these  three 
deserves  w:ell  at  the  hands  of  the  members.    Evidently,  as  the  auditor  is  designed 
to  be  the  check  upon  the  actions  of  both  the  executive  and  the  staff,  his  appointment 
should  not  be  in  any  case  in  the  hands  of  the  executive,  and  consequently  your 
Commissioners  are  of  opinion  that  the  person  responsible  for  the  audit  of   the 
accounts  of  a  Life  Office  should  invariably  be  elected  by  the  shareholders  or  policy- 
holders, as  the  case  may  be.      This,  it  is  understood,  is  usually  done  in  Australia 
in  connexion  with  the  audit  of  head  office  accounts.       The  auditors  of   branch 
accounts,  however,  are  usually  appointed  by  the  directors.      In  the  case  of   the 
audit   of   a   State  branch   of  a   Mutual  Office,  it  is  suggested  that   election  of 
auditors   by  the  policyholders  associated  with   that  branch  would  be   the  most 
satisfactory.      In  the  case  of  a  proprietary  company,  where  the  duties  of  manage- 
ment devolve  entirely  upon  the  shareholders,  the  appointment  of  auditors  for  State 
branches  should  be  dealt  with  at  the  annual  meeting. 

YQnr  Connnissioners  are  of  opinion  that  the  persons  to  be  appointed  as 
i,ij,ditox&  of  Life  Assurance  Companies  should  be  such  as  are  considered  by  the 
insurance  Commissioner  to  ppssess  the  requisite  knowledge  and  experience  to 
warrant  them  in  certifying  that  the  accounts  to  which  thiey  attach  their  names 
represent  a  true  and  faithful  statement  of  the  position  of  the  company's  affairs. 
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Your  Commissioners  are  of  opinion  that  every  revenue  account  and  balance- 
sheet  submitted  annually  to  the  Insurance  Commissioner  should  be  so  certified,  with 
the  proviso  that  in  so  far  as  the  account  contains  reference  to  liabilities  in  respect 
of  existing  policies,  the  certification  is  subject  to  the  periodical  valuation  made 
by  the  company's  actuary. 

Your  Commissioners  are  of  opinion  that  the  responsibility  for  checking  the 
valuation  of  the  assets  of  the  company  should  be  placed  upon  the  auditor,  and  that 
where  necessary  he  should  be  authorized  to  call  in  the  services  of  expert  valuers 
in  special  cases,  and  that  subject  to  the  opinion  of  such  valuers,  and  to  the  valua- 
tion of  liabilities  furnished  by  the  actuary  he  shoiUd  certify  to  the  accuracy  of  the 
periodical  balance-sheet. 

It  has  been  suggested  that  the  services  of  an  auditor  to  a  Life  Company 
might,  with  advantage,  be  made  compulsorily  intermittent,  presumably  in  order 
to  avoid  possible  collusion.  Your  Commissioners  do  not  consider  that  they  have 
sufficient  ground  to  warrant  them  in  recommending  such  a  procedure. 

54.  TWISTING. 

One  method  of  acquiring  business  to  which  great  exception  is  naturally 
taken  by  the  company  losiug  policyholders  thereby,  is  that  which  is  known  as 
"  twisting,"  in  other  words  the  persuading  of  a  policyholder  to  give  up  his  policy 
in  one  company  and  take  out  a  policy  in  the  company  which  the  "  twister  "  repre- 
sents. It  is  understood  that  in  some  States  of  America  "  twisting  "  is  specially 
legislated  against,  but  it  is  not  clear  on  what  grounds  such  special  legislation  is 
desirable.  If  the  "  twister  "  really  has  a  better  article  to  dispose  of  than  that 
which  the  policyholder  already  possesses  it  may  be  to  the  advantage  of  the  policy- 
holder to  change  from  the  one  company  to  the  other.  If,  on  the  other  hand,  he  has 
not  a  better  article,  but  persuades  the  policyholder  by  fraudulent  misrepresentation 
to  believe  that  he  has,  there  is  a  remedy  at  law,  which  would  not  apparently  be 
increased  by  special  legislation.  As  long  as  free  competition  amongst  rival  com- 
panies is  allowed,  so  long  will  there  be  cases  of  "  twisting." 

55.  KEBATES. 

Most  Australian  companies,  in  canvassing  for  Life  Assurance  business, 
divide  the  various  States  into  agencies,  which  are  placed  in  charge  of  regular 
agents,  and  are  thus  systematically  canvassed.  In  some  cases  any  new  proponents 
coming  direct  to  an  office  of  the  company  will  be  either  referred  direct  to  the  agent 
for  the  district  to  which  he  belongs  or  will  be  credited  to  that  agent,  and  the  agent 
will  receive  any  benefit  arising  from  the  policy  in  the  way  of  commission.  In 
other  cases,  it  is  understood  that  a  certain  amount  of  commission,  then  known  as 
rebate,  is  allowed  to  the  proponent,  who  thus  obtains  assurance  for  a  lower  initial 
premium  than  is  the  case  with  the  majority  of  his  co-assured.  This  form  of  rebate 
is,  however,  less  usual,  and  perhaps  less  objectionable  than  that  which  is  conceded 
for  "  twisting  "  purposes,  that  is,  where  the  agent,  as  one  of  the  inducements  to  a 
policyholder  in  another  company,  offers  to  give  a  rebate  on  the  first  year's  premium. 

In  other  cases,  an  agent  may  offer  a  rebate  to  secure  a  policyholder  who  is 
not  already  assured,  but  is  difficult  to  persuade.  In  all  the  instances  quoted,  it 
appears  that  the  giving  of  a  rebate  is  a  matter  of  policy  for  the  company  or  the 
agent,  and  a  policy  which  in  the  long  run  is  likely  to  prove  unsatisfactory.  If 
the  company  allows  rebate  to  the  direct  applicant  for  assurance,  it  will  discourage 
its  agents,  whose  work  of  persuasion  will  to  some  extent  be  unpaid  for  through 
the  proponent  making  a  direct  application  to  the  company.  If,  further,  it  becomes 
known  that  in  all  cases  it  is  only  necessary  to  ask  an  agent  for  a  rebate  in  order 
to  get  one,  there  must  happen  one  or  other  of  three  things  :^(a)  the  commission 
earned  by  the  agent  will  be  substantially  reduced,  (b)  the  cost  of  new^  business  to 
the  company  will  be  increased,  or  (c)  the  premiums  payable  must  be  increased  to 
allow  for  the  rebate.  In  the  end,  it  is  probable  that  the  last  mentioned  will  be 
the  result.  In  the  absence  of  requiring  all  companies  to  submit  their  rates  of 
premium  and  commission  for  approval,  and  of  making  it  an  offence  to  diverge 
therefrom  in  any  case  whatsoever,  it  is  not  clear  how  rebating  could  be  checked. 
Even  with  such  provisions,  it  would  probably  be  by  no  means  easy  to  secure  a  con- 
viction. The  matter  appears  to  be  one  which,  like  "  twisting,"  must  be  left  to  the 
companies  themselves. 
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56.  STANDAED  POLICIES. 

In  certain  States  of  America,  and  elsewhere,  provision  is  made  for  the 
issue  of  policies  in  accordance  with  a  standard  form  prescribed  by  the  Legislature, 
or  in  accordance  with  certain  minimum  requirements  similarly  prescribed,  the 
presumable  object  being  that  of  securing  as  far  as  possible  a  uniform  interpreta- 
tion of  the  terms  of  the  several  contracts,  and  by  diminishing  the  variety  of  the 
forms,  of  familiarizing  the  public  with  their  nature  and  contents.  Your  Commis- 
sioners have  given  the  question  of  standard  policies  careful  consideration,  and, 
while  recognising  the  force  of  the  advantages  of  standard  forms  of  policy,  are, 
nevertheless,  of  opinion  that  equal  benefit  and  greater  elasticity  in  the  development 
of  Life  Assurance  business  would  be  attained  by  a  provision  that  every  form  of 
policy  should  before  issue  be  submitted  for  the  approval  of  the  Insurance  Commis- 
sioner, and  should  be  subject  to  his  veto  or  suggested  amendment,  with  a  proviso 
that  any  company  disagreeing  with  the  Commissioner's  ruling  should  have  the 
right  to  appeal  against  it  to  the  High  Court  or  the  Supreme  Court.  Your  Com- 
missioners are  also  of  opinion  that  as  the  policy  is  a  contract  drafted^y  the  com- 
pany, and  rarely  comes  into  the  hands  of  the  assured  until  after  his  first  premium 
is  paid,  every  proponent  should  have  due  notice  of  the  precise  terms  of  the  contract 
to  which  he  is  about  to  become  a  party.  This,  your  Commissioners  consider, 
could  be  attained  by  providing  that  no  condition  contained  in  any  policy  should 
be  considered  material  unless  it  were  specifically  set  forth  in  the  proposal  form 
on  which  the  issue  of  the  policy  was  based,  the  onus  of  proof  that  the  condition  in 
question  was  so  Set  forth  to  rest  with  the  company.  Your  Commissioners  also 
consider  that,  in  addition  to  submitting  policy  forms  for  the  approval  of  the 
Insurance  Commissioner,  companies  should  be  required  to  similarly  submit  for 
approval  all  forms  of  proposal  intended  to  be  used  in  connexion  therewith,  such 
forms  to  be  subject  to  amendment  or  veto  by  the  Commissioner,  as  in  the  case  of 
policies  submitted  for  approval,  and  the  Commissioner's  ruling  to  be  similarly 
subject  to  appeal  by  the  company. 

RECOMMENDATIONS. 
Your  Commissioners  recommend — 

1.  That  in  the  interest  alike  of  the  Life  Offices  and  the  public,  it  is  desir- 
able that  the  independent  legislative  provisions  of  the  several  States  relative  to 
the  transaction  of  Life  Assurance  business  should  be  superseded  by  the  enactment 
of  a  uni  form  Federal  law. 

2.  That  in  its  main  features  such  Federal  legislation  should  be  founded 
upon  the  general  trend  of  the  English  Life  Assurance  Companies  Acts  1870  to 
1872  (comprising  33  and  34  Vic,  c.  61 ;  34  and  35  Vic,  c  58;  and  35  and  36  Vic, 
c.  41),  and  the  Assurance  Companies  Act  of  1909  (9  Edw.  VII.,  c.  49). 

3.  That  such  Federal  legislation  should  proceed  upon  a  due  recognition 
of  the  fact  that  the  Assurance  and  Annuity  Funds  of  the  companies  transacting 
Life  Assurance  and  Annuity  business  are  essentially  trust  funds,  and  should,  in 
the  interests  of  the  public  be  subject  to  a  certain  measure  of  legislative  control. 

4.  That  a  Federal  Public  Officer  should  be  appointed  to  be  known  by  some 
such  title  as  the  Commonwealth  Insurance  Commissioner,  and  that  every  com- 
pany at  present  transacting,  or  which  may  at  any  time  commence  to  transact,  the 
business  of  Life  Assurance  in  the  Commonwealth  should  be  required  to  effect  a 
registration  with  the  Insurance  Commissioner. 

5.  That  upon  the  fulfilment  by  any  company  of  the  requirements  of  the 
Commissioner  with  respect  to  its  registration,  a  license  to  transact  the  business 
of  Life  Assurance  in  the  Commonwealth  should  issue  to  the  company,  and  remain 
in  force  until  such  time  as  it  is  cancelled  by  the  Commissioner. 

6.  That  the  grounds  for  the  cancellation  of  the  license  of  any  company 
should  be — 

(i.)  The  insolvency  of  the  company. 

(ii.)  Failure  on  the  part  of  the  company  to  comply  with  any  of  the 

material  provisions  of  the  suggested  Federal  Act. 
(iii.)  Proof  of  corrupt  practices  on  the  part  of  the  company  in  con- 
nexion with  the  acquisition  of  business,  or  proof  of  malversa- 
tion of  its  funds. 
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7.  That  any  company,  continuing  to  carry  on  the  business  of  Life  Assur- 
ance in  the  Commonwealth  after  the  date  on  which  the  suggested  Federal 
legislation  shall  come  into  force,  which  shall  fail  to  effect  a  registration  with  the 
Commonwealth  Insurance  Commissioner  within  a  period  of  six  months  from  such 
date,  should  be  liable  to  a  penalty  not  exceeding  £2,000,  and  a  further  penalty 
of  £500  for  each  day  after  the  termination  of  the  said  six  months,  for  which  the 
registration  remains  uneffected. 

8.  That  any  company  commencing  the  business  of  Life  Assurance  in  the 
Commonwealth,  after  the  date  on  which  the  suggested  Federal  legislation  shall 
come  into  force,  without  effecting  a  registration  with  the  Commonwealth  Insur- 
ance Commissioner,  should  be  liable  to  a  penalty  not  exceeding  £2,000,  and  an 
additional  penalty  of  £500  for  each  day  during  which  the  company,  while 
remaining  unregistered,  continues  to  carry  on  such  business. 

9.  That  in  making  application  for  registration  each  company  should 
furnish  to  the  Commissioner  the  following  particulars  : — 

(i.)  A  certificate  from  the  Secretary  to  the  Commonwealth  Treasury 
or  other  officer  responsible  for  the  custody  of  Trust  Funds  to 
the  effect  that  the  company  has  lodged  a  deposit  of  approved 
securities  of  the  requisite  amount, 
(ii.)  A  copy  of  the  Act,  Royal  Charter,  Deed  of  Settlement,  Memoran- 
dum, or  other  document  constituting  such  company, 
(iii.)  A  copy  of   the  Articles    of   Association,  By-laws,  &c.,    of   such 

company. 
(iv.)  The  place  in  which  the  Head  Office  of  the  company  is  situated, 
(v.)  The  countries  in  which  Life  Assurance  business  is  transacted  by 

the  company, 
(vi.)  The  names  of  directors,  general  manager,  auditors,  solicitors,  and 

bankers  of  the  company, 
(vii!)  The  name  and  qualifications  of  the  actuary  to  the  company,  and 
a  statement  as  to  whether  or  not  his  services  are  continuously 
retained  by  the  company, 
(viii.)  A  statement   in    detail  of    the  company's    latest    valuation    of 
liabilities  and  assets,  if  any. 
(ix.)  A  statement  in  detail  of  the  revenue  and  expenditure,  if  any,  of 

the  company  for  its  latest  financial  year. 
(x.)  A  statement  showing  in  detail  the  methods  adopted  by  the  company 

in  making  its  latest  valuation  of  liabilities  and  assets,  if  any. 
(xi.)  The  rate  of  interest  at  which  the  funds,  if  any,  of  the  company 

are  invested, 
(xii.)  A  statement,  in  the  case  of  a  proprietary  company,  showing  the 
nominal,  subscribed,  and  paid-up  capital  of  the  company,  also 
a  list  of  the  names  and  addresses  of  shareholders,  and  the 
number  of  shares  held  by  each, 
(xiii.)  A  complete  statement  of  the  various  branches  of  business  under- 
taken or  to  be  undertaken  by  the  company. 

10.  That  the  particulars  accompanying  the  application  of  any  company 
for  registration  should,  on  the  payment  of  a  fee  not  exceeding  2s.  6d.,  be  available 
for  public  inspection  at  the  office  of  the  Insurance  Commissioner  at  any  time 
during  ordinary  office  hours. 

11.  That  in  the  event  of  any  company  failing  to  comply  with  any  of  the 
provisions  of  the  suggested  Federal  Act,  the  Insurance  Commissioner  may  call 
upon  it  to  make  good  the  default,  and  that  in  the  event  of  the  company  still  failing 
to  comply,  it  should  be  competent  for  the  Commissioner  to  serve  the  company  with 
a  notice  of  his  intention  to  cancel  its  license,  such  cancellation  to  take  effect  one 
calendar  month  after  the  date  of  the  notice,  unless,  in  the  meantime,  the  company 
shall  have  obtained  from  the  Court  an  order  restraining  the  Commissioners.  That 
in  the  event  of  the  license  being  cancelled,  the  company  should  forthwith  cease 
the  transaction  of  Life  Assurance  business,  or  be  subiect  to  the  penalty  of  £500 
for  each  day  during  which  such  business  is  transacted. 
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12.  That  the  Commissioner  may  refnse  to  register  any  company  which,  in 
his  opinion,  has  not  complied  with  the  requirements  of  the  law,  and  that  any 
company  dissatisfied  with  such  refusal,  or  with  the  registration  of  any  other 
company,  or  with  any  decision  of  the  Commissioner  may  appeal  to  the  High 
Court  or  to  the  Supreme  Court  against  such  reftisal,  registration  or  decision. 

13.  That  every  foreign  company  carrying  on  the  business  of  Life  Assur- 
ance in  the  Commonwealth,  should  nominate  a  permanent  resident  of  the  Com- 
monwealth as  its  representative  in  all  matters  between  itself  and  the  Common- 
wealth Insurance  Commissioner,  the  name  and  address  of  such  representative  to 
be  registered  with  the  Commissioner,  and  to  be  re-registered  from  time  to  time 
as  occasion  requires. 

14.  That  every  company  carrying  on  the  business  of  Life  Assurance  in 
any  State  of  the  Commonwealth  should  nominate  a  permanent  resident  in  that 
State  to  act  as  its  representative  for  the  purpose  of  suing  or  being  sued,  on 
behalf  of  the  company,  and  should  furnish  the  address  of  the  office  where  all 
notices  and  other  documents  for  the  company  may  be  left,  such  name  and  address 
to  be  registered  with  the  Commissioner,  and  to  be  re-registered  from  time  to  time 
as  occasion  requires. 

15.  That  any  action  for  the  recovery  of  penalties  taken  by  the  Government 
against  any  company  transacting  Life  Assurance  business  in  Australia  should  be 
taken  in  the  Courts  of  that  State  in  which  the  alleged  offence  has  occurred,  or,  in 
the  event  of  the  alleged  offence  having  occurred  in  two  or  more  States,  in  that 
State  in  which  the  Head  Office  of  the  company  is  situated,  or  in  which  the 
Australian  representative  of  the  company  is  registered  as  resident,  and  that 
such  penalties  should  be  sued  for  in  the  name  of  the  Insurance  Commissioner  or 
any  person  authorized  in  writing  by  him  to  act  in  his  behalf. 

16.  That  in  any  action  in  which  a  company  is  suing  or  being  sued  by  any 
person  other  than  the  representative  of  the  Commonwealth  Goyernment,  the 
action  should  be  taken  in  the  Courts  of  that  State  in  which  such  person  is 
domiciled. 

17.  That  the  procedure  to  be  adopted  upon  application  to  the  Courts  for 
orders  of  inspection,  for  rulings  as  to  reasonableness  of  evidence  of  age  or  of 
evidence  of  death,  or  for  other  matters,  should  be  provided  for  in  regulations 
framed  under  the  provisions  of  the  Act. 

18.  That  every  company  which,  at  present,  is  transacting,  or  which  may 
at  any  time  commence  to  transact,  Life  Assurance  business  in  the  Commonwealth, 
should  be  required  to  furnish,  as  a  guarantee  of  bond  fides,  a  substantial  deposit 
to  be  held  in  trust  by  the  Commonwealth  Government  while  any  policies  on  the 
lives  of  citizens  of  the  Commonwealth  remain  on  the  books  of  such  company. 

19.  That  in  the  case  of  companies  at  present  transacting  Life  Assurance 
business  in  the  Commonwealth,  a  deposit  of  approved  securities  to  the  value  of 
£20,000  should  be  required  during  the  first  year  succeeding  that  in  which  the 
suggested  Federal  legislation  shall  come  into  force,  and  that  such  deposit  should 
increase  annually  by  £10,000  until  a  maximum  of  £100,000  has  been  reached. 
Provided  that  where,  in  the  case  of  an  existing  company  it  appears  to  the 
Commissioner  that  the  provision  of  such  a  deposit  would  press  undvily  on  its 
resources,  the  Commissioner  may  accept  a  smaller  initial  deposit  than  £20,000. 
but  not  less  than  25  per  cent,  of  the  present  assurance  fund  of  the  company,  and 
may  accept  as  annual  increments  either  £10,000  or  25  per  cent,  of  the  premium 
income  whichever  is  the  smaller. 

20.  That  in  the  case  of  any  foreign  company  proposing  to  commence  the 
business  of  Life  Assurance  in  the  Commonwealth,  a  similar  initial  deposit  of 
£20,000,  with  similar  annual  increments  of  £10,000  to  a  maximum  of  £100,000 
should  be  required. 

21.  That  in  the  case  of  any  Australian  company  proposing  to  commence 
the  business  of  Life  Assurance  in  the  Commonwealth,  after  the  passing  of  the 
suggested  Federal  legislation,  an  initial  deposit  of  approved  securities  to  the 
amount  of  £2,000  should  be  required,  and  that  such  deposit  should  be  increased 
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each  year  by  a  sum  equal  to  25  per  cent,  of  the  premium  income  of  the  company 
in  respect  of  that  year  until  a  maximum  deposit  of  £100,000  has  been  reached; 
provided  that,  if  in  any  year  the  amount  of  25  per  cent,  of  the  premium  income 
in  respect  of  that  year  should  exceed  £10,000,  no  greater  increment  than  £10,000 
should  be  required. 

22.  That  in  the  case  of  the  securities  deposited  by  any  company,  facilities 
should  be  provided  for  enabling  the  company  to  substitute  other  approved 
securities  of  a  corresponding  amount  on  giving  adequate  notice  to  the  Common- 
wealth officer  responsible  for  the  custody  of  the  Trust  Funds,  but  that  no  such 
suDstitution  should  be  effected  without  a  notification  being  given  to  the  Insurance 
Commissioner. 

23.  That  it  should  be  the  duty  of  the  Commonwealth  officer  responsible  for 
the  custody  of  Trust  Funds  to  furnish  annually  to  the  Insurance  Commissioner  a 
statement  showing  the  nature  and  extent  of  securities  held  by  him  in  respect  of 
each  of  the  companies  registered  for  the  transacion  of  Life  Assurance  business 
in  the  Commonwealth. 

24.  That  on  the  registration  of  any  company  with  the  Insurance  Commis- 
sioner, such  company  should  be  empowered  to  withdraw  from  the  custody  of  the 
several  State  Governments  any  deposits  which  may  have  been  lodged  under  the 
provisions  of  the  various  State  Acts. 

25.  That  in  the  case  of  any  final  judgment  obtained  in  Australia  by  a 
policyholder  against  a  company  in  respect  of  any  policy,  the  officer  responsible 
for  the  custody  of  the  Commonwealth  Trust  Funds  should  be  authorized,  at  the 
discretion  of  the  Court,  to  satisfy  any  such  judgment  out  of  the  securities  held  by 
him  in  respect  of  such  company. 

26.  That  if  at  any  time,  owing  to  depreciation  or  other  causes,  the  approved 
securities  lodged  with  the  Government  should,  in  the  opinion  of  the  officer 
responsible  for  the  custody  of  the  Trust  Funds,  represent  a  smaller  value  than 
that  required  from  the  company,  it  should  be  competent  for  the  Insurance  Com- 
missioner to  require  from  the  company  additional  approved  securities  of  the 
requisite  amount,  and  failure  on  the  part  of  the  company  to  comply  with  the 
Commissioner's  requirements  for  a  longer  period  than  three  montlis  should  be 
treated  in  the  same  manner  as  failure  to  make  the  initial  deposit. 

27.  That  every  company  registered  with  the  Insurance  Commissioner 
should  be  required  to  furnish  annual  detailed  statements  of  the  revenue  and 
expenditure  in  respect  of  its  Life  Assurance  business  for  its  latest  financial  year, 
and  statements  of  the  valuation  of  its  assets  and  liabilities  at  least  once  in  every 
three  years.  That  such  annual  statements  should  be  lodged  with  the  Insurance 
Commissioner  not  later  than  three  months  after  the  close  of  the  company's 
financial  year,  and  such  valuation  statements  not  later  than  six  months  after  the 
close  of  such  year.  That  in  all  annual  and  valuation  statements  business  trans- 
acted in  the  Commonwealth  should  be  shown  separately  from  business  transacted 
elsewhere,  and  that  in  all  cases  separate  returns  for  Ordinary  and  Industrial 
business  should  be  shown. 

28.  That  all  returns  lodged  with  the  Insurance  Commissioner  should  be 
signed  by  the  Chairman  and  one  other  of  the  Directors,  and  by  the  Chief 
Executive  Officer  of  the  company,  and  that  all  actuarial  reports  and  valuation 
returns  should  be  signed  by  the  actuary,  who  should  be  required  to  certify, 
according  to  a  prescribed  form,  that  the  statements  furnished  represent  accurately 
the  position  of  affairs  as  existing  at  the  date  of  valuation. 

29.  That  in  the  case  of  each  company  such  a  supply  of  returns  should  be 
lodged  with  the  Commissioner  as  would  admit  of  one  copy  being  made  available 
for  public  inspection  in  the  capital  of  each  State  in  which  the  company  transacts 
the  business  of  Life  Assurance.  That  such  copies  should  be  lodged  with  an 
officer  of  the  Commonwealth  Public  Service  in  each  State  nominated  by  the  Com- 
missioner, and  a  nominal  fee  for  inspection,  say  Is.,  should  be  chargeable.  That 
the  returns  should  also  be  available  on  similar  terms  at  the  office  of  the  Insurance 
Commissioner,  and  that,  as  early  as  possible  after  the  close  of  each  year,  the 
complete  returns  should  be  printed  for  presentation  to  Parliament  and  for  public 
distribution. 
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by  any  company,  the  Insurance  Commissioner  may  make  to  the  company  any 
comments  or  queries  which  he  may  think  desirable  concerning  any  of  the  items 
contained  in  such  returns,  and  such  comments  or  queries,  together  with  the 
replies  thereto  by  the  company,  should  be  published  annually  with  tlie  returns  to 
which  they  relate. 

31.  That  in  addition  to  revenue,  expenditure,  and  valuation  returns  for 
publication,  every  company  should  furnish  to  the  Insurance  Commissioner 
confidential  returns  relating  to  the  business  of  the  company,  in  such  form  as  the 
Governor-General  in  Council  may  from  time  to  time  prescribe. 

32.  That  the  annual  returns  furnished  by  any  company  should,  when  so 
desired  by  the  Commissioner,  be  accompanied  by  particulars  concerning  the  new, 
the  discontinued,  and  the  existing  business  of  the  company  in  respect  of  the 
preceding  financial  year. 

33.  That  legislative  provision  should  be  made  that  a  copy  of  all  annual 
and  valuation  returns  lodged  with  the  Insurance  Commissioner  should  be 
forwarded  on  application,  free  of  charge  to  every  shareholder  and  policyholder 
of  the  company. 

34.  That  facilities  should  be  given  to  any  person  pecuniarily  interested  in 
any  way  in  the  business  of  a  company  to  obtain,  through  the  Courts,  authority 
to  inspect  the  accounts  and  other  books  of  the  company. 

35.  That  the  accounts  and  other  books  of  any  company  should,  at  any  time, 
be  open  to  the  inspection  of  the  Commissioner,  or  any  person  authorized  in  writing 
by  him,  but  that  any  such  person  authorized  should  be  bound  by  a  declaration  of 
secrecy  concerning  any  information  so  obtained;  excepting  that  he  must  disclose 
all  information  acquired  to  the  Commissioner  himself. 

36.  That  in  view  of  the  complex  character  of  the  business  of  Life  Assur- 
ance, and  the  changing  circumstances  during  the  development  of  a  company 
transacting  this  class  of  business,  it  would  be  undesirable  to  establish  any  legal 
standard  of  solvency  for  such  companies. 

37.  That  the  Insurance  Commissioner  may  require  from  any  company  such 
details  concerning  its  business  as  he  may  consider  appropriate,  and  may  cause 
such  inspection  to  be  made  of  the  accounts,  books,  and  documents  of  the  company 
as  he  may  consider  necessary  to  establish  the  reliability  of  such  details. 

38.  That  the  Insurance  Commissioner  may  at  any  time  serve  notice  on  any 
company  of  his  intention  to  cancel  its  license,  provided  always  that  such  license 
shall  not  be  cancelled  for  the  period  of  one  calendar  month  after  the  service  of 
such  notice,  during  which  time  the  company  may  apply  to  the  Court  to  restrain 
the  Commissioner. 

39.  That  in  any  case  in  which  an  amalgamation  or  a  transfer  of  Life 
Assurance  business  is  proposed,  full  particulars  of  the  proposal,  together  with 
actuarial  reports  thereon,  should  be  furnished  to  the  Commissioner  and  to  the 
shareholders  and  policyholders  of  each  company,  who  should  be  entitled  to  oppose 
the  application. 

40.  That  in  the  event  of  any  premium  remaining  unpaid  for  a  longer 
period  than  thirty  days  from  the  date  on  which,  in  accordance  with  the  conditions 
of  the  policy,  it  became  due  and  payable,  it  should  be  competent  for  the  company 
to  charge  compound  interest  thereon  at  a  rate  not  exceeding  5  per  cent,  per 
annum  payable  yearly,  and  no  policy  should  be  considered  as  having  lapsed  until 
such  time  as  the  premiums  due  and  unpaid  shall  have  amounted,  with  interest,  at 
the  rate  specified,  to  the  reserve  value  of  the  policy  at  that  time,  computed  on  the 
assumption  that  all  premiums  had  been  duly  paid. 

41.  That  the  reserve  value  for  such  purpose  should  be  the  fu]l  amount 
reserved  by  the  company  in  respect  of  the  policy  in  accordance  with  its  latest 
method  of  valuation,  and  should  not  be  the  amount  which  the  company  is  prepared 
to  pay  in  cash  on  surrender  of  the  policy. 
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42.  That  all  companies  should  be  required  to  specify  on  their  policies  the 
periods  for  which  the  reserve  values  allowed  by  them  for  this  purpose  will  main- 
tain a  policy  in  force  after  the  cessation  of  premium  payments. 

43.  That  in  any  case  in  which  the  reserve  value  of  a  policy  is  being  applied 
towards  the  payment  of  premiums,  it  should  be  incumbent  upon  the  company, 
during  the  second  year  of  assurance  succeeding  the  cessation  of  premium  pay- 
ments, to  write  to  the  last  known  address  of  the  assured  stating  what  is  being 
done,  and  offering,  in  lieu  thereof,  if  so  desired,  to  grant  such  a  paid  up  policy 
as  the  reserve  value,  less  accumulated  unpaid  premiums,  at  the  commencement  of 
the  succeeding  year  of  assurance  would  purchase  at  the  then  age  of  the  assured. 

44.  That  the  use  of  the  term  "  non-forfeiture  "  should  be  discontinued  in 
connexion  with  schemes  for  the  maintenance  in  force  of  a  policy  by  means  of 
charging  premiums  due  against  the  surrender  or  reserve  value,  and  that  where 
practicable  the  term  "  deferred  forfeiture  "  should  be  substituted,  since  it  appears 
that  in  certain  cases  policyholders  imagine  that  under  the  so-called  "  non- 
forfeiture "  principle  it  is  impossible  for  a  policy  to  lapse  under  any  circumstances 
whatever. 

45.  That  apart  from  the  question  of  age,  and  in  the  absence  of  fraud  or 
of  want  of  insurable  interest  no  policy  should  be  void  or  voidable  for  any  error 
or  omission  in  the  proposal  or  other  document  forming  the  basis  of  the  contract, 
but  that  if  any  error  or  admission  be  discovered,  such  as  would  have  affected  the 
amount  of  the  premium,  the  sum  assured  should  be  adjusted  in  such  a  manner 
that  the  premium  payable  will  correspond  to  the  risk  involved.  Further,  that  all 
statements  contained  in  a  proposal  should  be  regarded  as  representations  and 
not  as  warranties. 

46.  That  every  policy  remaining  in  force  at  the  expiration  of  three  years 
from  the  date  of  its  issue  should  be  exempt  from  forfeiture  for  all  causes  except 
fraud  and  want  of  insurable  interest,  unless  previously  to  the  expiration  of  such 
three  years  any  misstatement,  error,  or  omission  shall  have  been  notified  in  writing 
by  the  company  to  the  person  in  whose  name  the  policy  stands. 

47.  That  no  failure  on  the  part  of  a  company  to  comply  with  the  provi- 
sions of  the  suggested  Federal  legislation  should  be  taken  as  in  any  way 
invalidating  any  policy  which  it  may  have  issued  to  any  citizen  of  the  Common- 
wealth. 

48.  That  no  policy  should  be  void  or  voidable  on  the  sole  ground  that  the 
insured  suffered  capital  punishment. 

49.  That  no  policy  should  be  void  or  voidable  because  the  insured  com- 
mitted suicide,  unless  within  thirteen  months  of  the  date  on  which  the  first 
premium  was  paid,  and  even  then  that  it  should  enure  in  the  hands  of  a  bond  fide 
assignee  for  the  amount  advanced  thereon. 

50.  That  in  the  proposal  forms  of  every  company  a  demand  should  be 
made  for  such  particulars  as  would  enable  the  company,  if  it  so  desired,  to  test 
the  reliability  of  the  statement  as  to  age  furnished  by  the  proponent,  and  it 
should  be  the  duty  of  every  proponent  to  supply  such  particulars  to  the  best  of  his 
knowledge  and  belief. 

51.  That  by  arrangement  with  the  States  facilities  should  be  afforded  to 
every  company  licensed  to  transact  the  business  of  Life  Assurance  in  the  Com- 
monwealth to  obtain  from  the  Registrar- General  of  Births,  Deaths,  and 
Marriages  in  each  State,  on  the  payment  of  a  nominal  fee  (say,  of  Is.),  a  certified 
statement  of  the  date  and  place  of  birth  of  any  person  whose  birth  has  been 
registered  in  that  State. 

52.  That  in  the  case  of  any  policy  on  which  the  age  of  the  assured  was  not 
admitted  by  the  company  at  the  date  of  issue  of  the  policy,  the  acceptance  by  the 
company  of  any  premium  in  respect  of  the  second  year  of  assurance  should  be 
regarded  as  an  admission  of  age  on  the  part  of  the  company,  and  that  any  com- 
pany to  whom  reasonable  proof  of  age  has  not  been  furnished  within  twelve 
calendar  months  from  the  date  of  issue  of  a  policy  should  be  entitled  at  its  option 
to  cancel  such  policy  without  remission  of  premium. 
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53.  That  in  the  event  of  a  company  declining  to  accept  evidence  of  age 
tendered  by  any  policyholder,  facilities  should  be  provided  for  enabling  the  policy- 
holder to  obtain  a  ruling  of  the  High  Court  or  of  the  Supreme  Court  as  to  the 
reasonableness  or  otherwise  of  the  evidence  of  age  tendered  by  him,  and  by  pay- 
ment into  Court  of  any  premium  or  premiums  due  in  respect  of  the  second  year 
of  assurance  to  secure  an  order  preventing  the  cancellation  of  the  policy  until  the 
ruling  of  the  Court  as  to  age  shall  have  Heen  given. 

54.  That  in  the  event  of  the  Court  ruling  that  the  evidence  of  age  tendered 
to  the  company  is  reasonable,  it  should  be  compulsory  for  the  company  to  admit 
such  age  on  the  policy,  and  in  the  further  event  of  the  age  so  admitted  differing 
from  that  on  which  the  issiie  of  the  policy  has  been  based,  the  sum  assured  should 
be  so  adjusted  as  to  correspond,  in  respect  of  the  premium  payable,  to  the  admitted 
age. 

55.  That  every  policy,  on  which  the  age  of  the  assured  is  not  admitted, 
should  at  its  issue  have  attached  to  it  a  coloured  slip  setting  forth  concisely  the 
rights  and  obligations  of  the  policyholder  in  respect  of  proof  of  age. 

56.  That  the  proof  of  death  required  should  be  reasonable  proof  and  not 
necessarily  proof  to  the  satisfaction  of  the  company,  and  that  in  cases  of  pre- 
sumption of  death  from  absence  of  the  insured  the  probate  or  letters  of  adnanis- 
tration  should  not  per  se  be  evidence  of  death. 

57  That  facilities  should  be  afforded  for  enabling  a  ruling  of  the  High 
Court  or  of  the  Supreme  Court  to  be  obtained  as  to  the  reasonableness  or  otherwise 
of  evidence  as  to  death,  and  that  on  a  ruling  that  the  evidence  furnished  is  reason- 
able the  company  should  be  required  to  pay. 

58.  That  protection  against  the  claims  of  creditors  should  be  extended  to 
policies,  for  any  amount  whatever,  against  execution  or  insolvency,  with  however 
a  charge  over  the  amount  paid  as  premiums  during  the  three  years  prior  to  the 
date  of  such  execution  or  insolvency. 

59.  That  the  English  Policies  of  Assurance  Act  1867  (30  and  31  Vic,  c. 
144)  should  form  the  basis  for  provisions  in  the  suggested  Federal  legislation 
relating  to  assignments  of  Life  Assurance  policies,  and  that  a  stipulation  should 
be  made  that  no  assignment  whether  absolute  or  by  way  of  mortgage  shall  be  valid 
as  against  the  company  unless  due  notice  thereof  shall  have  been  given  to  the 
company. 

60.  That  provision  should  be  made  for  particulars  concerning  any  assign- 
ment of  a  policy  to  be  indorsed  by  the  company  upon  the  policy — that  no  assign- 
ment whether  absolute  or  by  way  of  mortgage  should  be  valid  as  against  the 
company  unless  such  particulars  are  so  indorsed,  and  that  a  statement  to  this 
effect  should  be  contained  upon  the  face  of  every  policy. 

61.  That  the  Assurance  and  Annuity  Funds  of  companies  transacting  Life 
Assurance  business  should  be  declared  to  be  what  they  really  are,  viz.,  trust  funds, 
and  the  securities  upon  which  they  may  be  invested  should  be  approved  by  the 
Commissioner.  It  should  be  made  an  offence  in  the  individual  if  any  investment 
is  made  upon  other  than  the  approved  security,  or  upon  any  security  in  which 
any  director  or  other  officer  of  the  company  is  interested  other  than  as  share- 
holder in  a  company. 

62.  That  in  the  event  of  a  policy  issued  by  any  company  carrying  with  it 
a  liability,  either  certain  or  contingent,  to  an  increase  of  premiums,  a  notification 
to  that  effect  should  be  printed  in  coloured  ink  on  the  face  of  the  policy  itself,  and 
also  on  all  renewal  notices  and  premium  receipts  issued  in  connexion  therewith. 
That  any  liability  on  the  part  of  the  policyholder  to  pay  calls,  levies,  assessments, 
or  Other  contributions  of  a  like  nature  from  time  to  time  should  for  this  purpose 
be  treated  as  liability  to  increase  of  premiums. 

63.  That,  either  under  powers  of  the  Federal  Constitution  or  by  arrange- 
ment with  the  States,  a  married  woman  should  be  empowered  to  effect  assurances 
on  her  own  life  or  the  life  of  her  husband  for  her  separate  use  and  benefit,  and 
that  a  policy  of  assurance  effected  by  a  man  on  his  life  and  expressed  to  be  for 
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the  use  and  benefit  of  his  wife  and  children,  or  by  a  woman  on  her  life  and 
expressed  to  be  for  the  benefit  of  her  husband  and  children,  whether  she  be 
l^ossessed  of  a  separate  income  or  not,  should  create  a  trust  and  should  not  form 
part  of  the  estate  of  the  assured.  (See  sec.  14,  Married  Women's  Property  Act 
1890,  Victoria;  and  sec.  11,  Married  Women's  Property  Act  1882,  England,  45 
and  46  Vic,  c.  75.) 

64.  That  minors  above  the  age  of  sixteen  years  should  be  empowered  to 
effect  assurances  upon  their  own  lives,  and  to  deal  with  such  assurances  in  any 
manner  except  as  regards  assignment. 

65.  That  in  all  cases  in  which  the  sum  assured,  including  bonuses,  does 
not  exceed  £500,  arrangements  should  be  made  with  the  States  that  the  cost  of 
probate  or  letters  of  administration  should  not  be  required  to  be  incurred  by  the 
claimant. 

66.  That  in  any  case  in  which  a  policy  has  been  granted  in  one  State  and 
subsequently  transferred  to  the  register  of  the  company  in  another  State,  arrange- 
ments should  be  made  with  the  States  that  the  policy  should  for  all  purposes  be 
subject  to  the  probate  and  other  laws  of  the  State  to  which  it  has  been  transferred. 

67.  That  in  the  event  of  a  policy  being  lost  or  destroyed,  the  person  entitled 
to  the  moneys  payable  thereunder  should,  on  payment  of  the  expenses  connected 
therewith,  not  exceeding  the  sum  of  £5,  be  entitled  to  receive  in  lieu  thereof  a 
duplicate  policy,  the  original  policy  becoming  thereupon  absolutely  null  and  void. 

68.  That  in  all  mutual  companies  voting  by  means  of  general  proxies 
should  be  abolished,  and  voting  by  post  in  lieu  thereof  should  alone  be  allowed. 

69.  That  in  all  cases  the  actuary  responsible  for  the  valuation  of  the 
liabilities  and  assets  of  the  company  should  be  either  a  Fellow  of  the  Institute 
of  Actuaries,  London,  a  Fellow  of  the  Faculty  of  Actuaries,  Edinburgh,  or  should 
satisfy  the  Insurance  Commissioner  that  the  extent  of  his  actuarial  knowledge 
and  experience  is  such  as  to  entitle  him  to  certify  to  the  accuracy  of  the  valuation 
returns. 

70.  That  the  Governor- General  in  Council  should  have  power  to  make  from 
time  to  time  regulations  for  carrying  out  the  objects  of  the  Act,  and  for  defining 
minor  matters  relating  to  control  by  the  Commissioner  of  Insurance. 

71.  That  in  view  of  the  extent  to  which  opportunities  for  Life  Assurance 
have  been  afforded  by  existing  companies  to  all  classes  of  the  public  in  Australia, 
and  of  the  manner  in  which  the  business  has  been  conducted  by  such  companies,  it 
does  not  appear  that  any  necessity  exists  at  the  present  time  for  the  intro- 
duction of  any  system  of  Government  Life  Assurance  in  the  Commonwealth. 

72.  That  with  reference  to  the  question  of  insurable  interest,  the  suggested 
Federal  Act  should  embody  the  precise  wording  of  the  English  Life  Assurance 
Act  1774  (14  Geo.  III.,  c.  48),  generally  known  as  the  Gambling  Act,  with  an 
extension  to  cover  cases  of  industrial  policies  taken  out  to  provide  expenses  of 
funeral  and  last  illness  of  children,  parents,  and  other  relatives  or  dependents. 

73.  That  a  statutory  form  to  be  employed  in  the  case  of  mortgages  of  Life 
Policies  should  be  included  in  the  suggested  Federal  Act. 

74.  That  it  would  be  undesirable  to  make  the  granting  of  a  surrender  value 
in  cash  compulsory  upon  any  company,  as  it  is  thought  that  such  a  stipulation 
might  in  time  of  financial  stress  seriously  affect  the  stability  of  a  company. 

That  it  would,  however,  be  desirable  to  provide  that  any  person  wishing 
to  discontinue  future  premium  payments  should,  on  application  to  the  company, 
be  entitled  to  receive  a  paid-up  policy  of  such  amount  as  would  be  purchasable 
with  the  reserve  value  of  his  policy  at  the  due  date  of  the  next  premium  payable 
in  respect  thereof. 

75.  That  no  condition  contained  in  any  policy  should  be  treated  as  material 
unless  such  condition  was  specifically  set  forth  in  the  proposal  form  on  which  the 
issue  of  the  policy  was  based. 
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76.  That  the  onus  of  proof  that  such  condition  was  duly  set  forth  on  the 
proposal  form,  and  that  the  form  was  duly  signed  by  the  proponent,  should  rest 
with  the  company. 

77.  That  any  deliberate  violation  of  the  provisions  of  the  Federal  Act  should 
be  treated  as  an  offence  committed  by  the  officer  responsible  for  such  violation, 
and  should  involve  such  officer  in  a  personal  penalty. 

78.  That  it  should  be  illegal  for  such  personal  penalty  or  the  costs  arising 
in  connexion  therewith  to  be  defrayed  either  wholly  or  in  part  out  of  the  funds 
oi  the  company. 

79.  That,  notwithstanding  such  personal  penalty,  the  company  should  not 
be  thereby  relieved  of  any  liability  to  penalty  which  such  violation  of  the  Act 
may  have  involved. 

80.  That  every  company  before  receiving  a  license  to  transact  Life  Assur- 
ance business  in  Australia  should  be  required  to  lodge  with  the  Commissioner 
for  his  approval  a  copy  of  every  proposal  form  and  every  policy  form  on  which 
it  is  proposed  to  transact  such  business,  and  further  should  be  required  to  lodge 
from  time  to  time  a  copy  of  every  new  form  proposed  to  be  issued,  as  well  as  of 
every  proposed  amendment  of  any  existing  form. 

SI.  That  the  Commissioner  should  be  empowered  to  veto  any  such  proposal 
or  policy  form,  or  to  suggest  such  amendment  therein  as,  in  his  opinion,  will 
render  the  form  conformable  to  the  intention  of  the  Act. 

82.  That  any  company  dissenting  from  the  Commissioner's  suggested 
amendment  should  be  entitled  to  appeal  to  the  High  Court  or  the  Supreme  Court. 

83.  That  the  Court  may  make  such  order  in  connexion  therewith  as  shall 
seem  just. 

84.  That  any  company  accepting  a  premium  in  respect  of  a  proposal  or 
policy  the  form  of  which  had  not  been  approved  by  the  Commissioner,  or  on 
appeal  by  the  High  Court  or  the  Supreme  Court,  should  be  deemed  guilty  of  an 
offence  under  the  Act,  and  should  be  thereby  liable  to  have  its  license  cancelled. 

85.  That  every  company  carrying  on  Industrial  Assurance  business  should 
be  required  to  submit  for  the  approval  of  the  Commissioner  its  rates  of  premium 
and  proposed  rates  of  dividend  or  bonus,  and  that  the  Commissioner  may,  on 
refusal  to  comply  with  his  suggested  amendments  thereto,  cancel  the  existing 
license  of  the  company  so  far  as  relates  to  the  Industrial  business  thereof,  subject 
to  a  proviso  similar  to  that  in  recommendation  No.  38. 

CONCLUSION. 

In  view  of  the  fact  that  the  details  of  Life  Assurance  are  complex  and  that 
its  subject-matter,  considered  in  so  many  aspects  by  your  Commissioners,  is  now 
familiar  to  them,  it  was  thought  that  it  would  be  desirable  to  outline  ultimately 
a  Bill  embodying  the  provisions  which,  in  your  Commissioners'  opinion,  may  be 
substituted  for  existing  legislation.  Whether  the  policy  of  the  Government  agrees 
with  or  dissents  from  the  views  expresed  by  the  Commissioners,  it  is  believed  that 
such  a  Bill  would  form  a  convenient  foundation  for  any  necessary  amendment  or 
modification. 

We  have  the  honour  to  be, 

Your  Excellency's  most  obedient  servants, 

J.  H.  HOOD. 
G.  H.  KNIBBS. 
Chas.  H.  Wickens,  Secretary, 

"  The  Rialto,"  Collins-street,  Melbourne. 
15th  March,  1910. 
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APPENDIX  A. 


'QUESTIONS    SUBMITTED    TO    OFFICERS   OF    LIFE    ASSURANCE    COMPANIES. 


I. — Covering  Letter. 

COMMONWEALTH  OF  AUSTRALIA. 

ROYAL  COMMISSION  ON   INSURANCE. 

Commonwealth  Statistical   Offices, 

The  Rialto,    Collins-street, 
Melbourne,   21st  December,    1908. 
Sir, 

I  have  the  honour  to  inform  you  that  His 
Majesty,  through  His  Excellency  the  Governor- 
General,  and  on  the  advice  of  the  Federal  Govern- 
ment, has  been  pleased  to  appoint  Mr.  Justice 
Hood  and  Mr.  G.  H.  Knibbs  a  Commission  "  to 
inquire  into  and  report  upon  the  Lav^r  relating  to, 
and  the  methods  of  operating.  Fire,  Life,  Indus- 
trial, and  other  Insurance  in  Australia." 

With  a  view  to  saving  witnesses  time  and  expense, 
and  otherwise  facilitating  the  inquiry,  and  with  a 
\'iew  also  to  enabling  all  replies  to  be  made  with 
due  deliberation,  the  Commissioners  have  addressed 
to  you  a  number  of  questions,  hereto  appended,  to 
be  replied  to  in  your  capacity  as 

The  Commissioners  will  be  obliged  therefore  if 
you  will  be  good  enough  to  answer  these  questions, 
seriatim,  on  one  of  the  Inquiry  Forms  forwarded 
herewith  (in  duplicate),  and  return  the  document  so 
as  to  reach  the  Commissioners  at  the  above  address, 
on  or  before  20th  January,  1909.  To  facilitate 
verification,  it  is  desired  that  you  should  sign  each 
page. 

In  replying  to  the  questions  set  out,  will  you 
please  write  your  answers  in  the  briefest  possible 
manner  in  the  proper  place  on  the  Inquiry  Form. 
Should  you  desire  to  amplify  in  any  way  such  brief 
reply,  please  do  so  in  a  series  of  notes  at  the  end, 
bearing  the  same  number  as  the  question  to  which 
the  reply  refers. 

It  is  expected  by  the  Commissioners  that  you  will 
be  prepared  at  the  proper  time,  if  deemed  necessary, 
to  confirm  \our  replies  on  oath. 
I  have  the  honour  to  be, 
Sir, 
Your  obedient  Servant, 


Secretary  to  the  Commission. 

II. — Questions. 

Synopsis. 

Section. 

Question  No. 

I. 

Companx    represented 

.1 

II. 

Constitution  of  Company 

2-4 

in. 

Nature  of  business 

5-10 

IV. 

Valuation  of  liabilities  and 

assets 

11-31 

V. 

Distribution  of  profits 

32-43 

VI. 

Non- forfeiture 

44-56 

VII. 

Extra   premiums 

57-60 

VIII. 

Commission 

61 

IX. 

Interest  earned 

62-64 

X. 

Deposits  with  Government 

65-70 

XL 

Details  of   liabilities   and 

assets 

71-80 

XII. 

Fractional   premiums 

... 

81-84 

Secbiou. 

XIV. 

XV. 

XVI. 

XVII. 

XVIII. 

XIX. 

XX. 

XXI. 

XXII. 

XXTII. 


Admission  of  age 
Government  supervision 
Government  life  assurance 
Standard  of  solvency 
Amalgamation  and  transfer 
Winding-up 
Protection  of  creditors 
Separation  of  accounts  and  funds 
Periods  for  furnishing  returns  ... 
Legislation,  etc. 


Question  No. 
88-90 
91-96 

97 

98-99 

100 

101-103 

104-105 

106-107 

-     108 

109-iii 


I. — Company  Represented. 

I .  {a)  What  is  the  name  of  the  Company  or  Society 

which  you  represent? 
{b)  Where  is  the  head  office  of  your  Company 

situated  ? 
(c)  In  what  countries  is  Life  Assurance  business 

carried  on  by  your  Company  ? 


II. — Constitution  of  Company. 

2.  Is  )Our  Company  a  mutual  or  a  proprietary  (or 

mixed)  Company  ? 

3.  {a)  Is  there  any  specified  maximum  as  to  rate 

of  profit  which  may  be  taken  by   share- 
holders ? 
{b)  Is  there  any  specified  proportion  in  which 
profit    shall    be    shared    by    shareholders 
and  policy-holders  ? 
{c)  What   is    the   nature   of   the   instrument   in 
which    such    maximum    or    proportion    is 
specified  ?     And  what  is  the  explicit  spe- 
cification  (document  or  a    copy    thereof 
should  be  furnished)? 
{d)  What  is  the  capital  of  the  Company — 
(i)  Nominal,  jQ 
(ii)  Subscribed,  jQ 
(iii)  Paid  up,  £ 
(e)  During  the  past  five  years  what  amount  of 
profits   has   been    paid    to    shareholders 
(£  )  and  to  policy-holders  {£  ) 

respectively,     treating     as     payments     to 
policy-holders  and  setting  out  separutel)  — 
(i)  Bonuses  paid  in  cash  {£  ) ; 

(ii)  the     cash     value     of     reversionary 
bonuses  allotted  (j£  );  and 

(iii)  the  cash  value  of  bonuses  applied 
to  reduction  of  premium  {jQ  )? 

4.  What  briefly,  in  your  judgment,  are  the  relative 

merits  of  mutual  and  proprietary  (or 
mixed)  Companies,  from  the  stand-point 
of  the  policy-holder? 


III. — Nature  of  Business. 
5.   What  is  the  nature  of  the  business  transacted  by 
your  Company — 

(i)  Ordinary  Life  Assurance; 
(ii)  Industrial  Life  Assurance ; 
(iii)  Combined  Ordinary  and  Industrial 

Life  Assurance; 
(iv)  Assessment  Assurance;  or 
(v)  Any    other    business   conducted    by 
your  Company? 


48 


6.  What  is  the  ratio  for  each  of  the  past  five  years 

of  the  cost  of  collection  and  expenses  of 
management  to  the  premium  income  of 
your  Company  in  respect  of — 

(i)  Ordmary  business;  and 

(ii)  Industrial  business? 

7.  (a)  Do  you  consider  that,  generally,  the  collec- 

tion charges  and  expenses  of  management 
in   connexion    with    Industrial    Assurance 
are  in  excess  of  what  they  should  be  ? 
(b)  If  so.  in  what  way  can  they  be  reduced  ? 

8.  {a)  Do  you  consider  that  the  benefits  which  the 

working  classes  receive    from    Industrial 
Assurance  are  sufficient  to  justify  a  con- 
tinuation of  the  system? 
(b)  What    are    the    specific   reasons   for    your 
opinion  ? 

9.  What  do  you  consider  to  be  the  relative  merits 

of  industrial  Assurance  Companies  and 
Friendly  Societies  as  institutions  organized 
to  meet  the  requirements  of  the  working 
classes? 
10.  Is  there,  in  your  opinion,  any  need  in  Aus- 
tralia for  companies  transacting  the  busi- 
ness of  sickness  assurance  on  the  indus- 
trial assurance  method? 


IV. — Valuation  of  Liabilities  and  Assets. 

11.  What  is  the  date  to  which  the  latest  valuation 

of  the  liabilities  and  assets  of  your  Com- 
pany was  made? 

12.  What  general  principles  are  followed  by  yout 

Company  in  its  valuation  of — 
(a)  Liabilities;  and 
(i)  Assets? 

13.  In  the  valuation  of  assets  what  principle  is  fol- 

lowed in  the  case  of  debentures,  stocks, 
shares,  etc.  ?  Are  they  taken  for  example 
at— 

(a)  face  value; 

(b)  cost  price; 

(c)  market  price; 

(d)  value  based  on  interest  yielded;  or 

{e)  value  determined   on   scane    other    specified 
basis  (which  should  be  fully  stated)  ? 

14.  Do  you  consider  that  there  is  a    necessity    for 

annual  valuations  of — 

(a)  Liabilities;  and 
(^>)  Assets? 

15.  At  what  intervals  are  valuations  of  the  liabili- 

ties and  assets  of  your  Company  made? 

16.  State  your  opinion  concerning  the  relative  merits 

of— 

(i)  Annual  valuations. 

(ii)  Triennial  valuations, 
(iii)  Quinquennial  valuations, 
(iv)  Septennial  valuations. 

17.  (a)  Is  the  method  of  valuation  of  your  Com- 

pany fixed  by  the  instrument  constituting 
the  Company,  or  is  it  variable? 

(b)  If     variable,     is    this     determined   by    the 

board  of  directors? 

18.  What  tables  of  mortality  are  used  in  the  valua- 

tion of  vour  Company's  liabilities? 

19.  Do  you  consider  that  English  mortality  tables 

furnish  a  satisfactory  basis  for  the  valua- 
tion of  Australian  business- 
es) for  assurance  contracts ;    and 
(b)  for  annuity  contracts. 

20.  Would  it  be  better  to  investigate   the  experi- 

eoce  of   the   Australian   Companies   with 
.  a   view   to    the   construction    of    reliable 
Australian  tables? 

21.  If  you  consider  that  such  a  course  would  be 

desirable,    what   means   would   you    sug- 
gest for  giving  dfect  thereto? 


22.  Is  the   English   Life  Table  No.    3,    which    is 

based  on  the  mortality  experience  of  the 
general  population  of  England  and 
Wales  for  tne  period  1837-53,  frequently 
used  for  the  valuation  of  Industrial  lia- 
bilities in   Australia? 

23.  If  so,   would   an  experience  of  the  population 

of  Australia  be  more  in  accord  with 
Australian  conditions  ? 

24.  What    rates   of    interest    does    your    Company 

assume  in  making  its  valuations  of — 

(a)  Assurances; 

(b)  Annuities; 

(c)  Endowments? 

25.  (a)  What  do  you  consider  fair  rates  of  interest 

for.  such  purposes  in  Australia? 
{b)  Give  reasons  for  your  opinion. 

26.  (a)  Do  you  consider  such  low  rates  of  interest 

as,  say,  2 J  per  cent.,  desirable;  and,  if 
so,  why? 
(b)  Give  reasons   for  your  opinion. 

27.  Is    the    valuation    of     your     Company's     lia- 

bilities— 

(a)  a  pure  net   premium   valuation ; 

(b)  a  modified  net  premium  valuation 

(Sprague's    or     other    modifica- 
tion) ;  or 

(c)  is  it  one  in  which  a  proportion  of 

the  gross  premium  is  valued? 

28.  If  the  last-mentioned,   what  proportion  of  the 

gross  premium  is  valued,  and  what  pro- 
vision is  made  in  valuation  for  the  ex- 
clusion of  negative  values? 

29.  Ill   connexion   with   the   valuation   of    the    lia- 

bilities of  your  Company — 

{a)  What  method  (if  any)  of  grouping 
policies  for  valuation  is 
adopted  ? 

(b)  How    is   the   valuation   age   deter- 

mined ? 

(c)  What    due    date    is     assumed     for 

premiums  ? 

(d)  What  age  is   assumed   for    under- 

average  lives? 

(e)  (i)  What  rate  of  mortality  is  used 

in  computing  net  valuation 
premiums ;  and 
(ii)  What  rate  of  interest  is  used 
in  ccKnputing  •  net  valuation 
premiums  ? 
(/)  What  extent  of  loading  on  single 
and  limited  payment  policies 
is  reserved  for  future  expenses 
and  profits? 

30.  Is  any   special   reserve  fund   provided  in   your 

Company    for    possible    depreciation     in 
the  value  of  securities? 

31.  If  such  is  provided,  what  is  its  character? 


V. — Distribution  of  Profits. 

32.  At    what    intervals    are    distributions    of    profit 

made  by  your  Company? 

33.  On   what   basis   are   the   profits  in   your  Com 

pany  distributed? 

34.  Is   the  method  of   distributing  profits  in   your 

Company  a  fixed  or  variable  one? 

35.  What    is    your    opinion   concerning    the    suit- 

ability  to   Australian   conditions    of    the 
following   methods  of   distribution  : — 

(a)  Simple  reversionary  bonus  method ; 

(b)  Compound        reversionary       bonus  ^ 

method ; 

(c)  Contribution  method; 

(d)  Modified       contribution       method 

(Sprague's  or  otber)? 
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36.  (a)  Where    valuation    is    annual,    do   you   con- 

sider that   distributions  of   profit   should 
be  made  annually  ? 
(b)  State  your  reasons  for  your  opinion. 

37.  (a)  What   do   you   consider   the   most    satisfac- 

tory   intervlal    for     the     distribution     of 
profits  ? 
(b)  State  your  reasons  for  your  opinion. 

38.  At  the  present  time,  is  your  reversionary  bonus 

determined  in  any  constant  way? 

39.  (a)  Does    your    Company    indicate    to    policy- 

holders in  what  way  the  cash   value  of 
the  bonus  is  determined  ? 
(b)  In  what  way  is  such  indication  furnished  ? 

40.  Are   what   are  known   as   the  tontine  or  semi- 

tontine  methods  of  bonus  distribution 
practised  by  your  Company  ? 

41.  If  so,  have  you  heard  of  any  complaints  con- 

cerning misrepresentation  by  agents  in 
connexion  with  }X)licies  issued  subject  to 
such  bonuses? 

42.  What    length    of    time     must     a    participating 

policy  in  your  Company  be  in  force  be- 
fore it  becomes  entitled  to  share  in  th* 
distribution   of   profits  ? 

43.  What  time   elapses   from   the   issue  of   a   par- 

ticipating policy  in  your  Company  be- 
fore bonuses  vest? 


VI . NON-  F  ORFEITURE . 

44.  (a)  Is  there  any  provision  in  your  Company  for 

rendering  a  policy  indefeasible  (except  in 
the  case  of  fraud)  after  the  lapse  of    a 
specified  time? 
(b)  In  what  way  is  this  set  out  for  the  infor- 
mation of  policy-holders? 

45.  In  the  event  of   non-payment   of   premiums  is 

the  surrender  value  applied  to — 

(a)  automatically      pay      future     pre- 

miums ; 

(b)  provide  paid-up  policies  ;    or 

(c)  provide     in     some    other    specified 

way  for  non-forfeiture? 

46.  (a)  Is  the  surrender  value  in  this  instance  de- 

termined  in    accordance    with    the    Com- 
pany's   practice    in    the    case    of    with- 
drawals, or  is  there  any  special  method 
employed  ?* 
(b)  If  so,  what  is  the  method  employed? 

47.  (i)    Do  you  think  that  a  system  of  guaranteed 

surrender  values  shown  on  the  policy 
would  be  either 

(a)  practicable ;  or 

(b)  desirable? 

(ii)  Give  reasons  for  your  opinion. 

48.  Would  a  system  of  guaranteed  surrender  values 

be  in  danger  of  proving  disastrous  to  life 
assurance  companies  in  a  time  of  finan- 
cial stress? 

49.  Could  such  a  contingency  be  avoided  by  having 

two  tables  of  surrender  values,  the  larger 
value  to  be  used  only  when  the  Company 
and  the  policy-holder  are  both  agreeabie 
to  the  surrender,  and  the  smaller  to  be 
used  when  the  policy-holder  alone  de- 
sires it? 

50.  How   are  the   surrender   values  of   your   Com- 

pany's policies,   when  withdrawn,   deter- 
mined ? 
Sr.  Is   the   basis   of   determination    shewn   on    any 
document — 

(a)  obtainable  by,  or 

(b)  supplied  to  the  policy-holder? 

F.5332. 


52.  (a)  Where,  under  the  non-forfeiture  provision, 
a  paid-up  policy  is  granted  in  your  Com- 
pany, on  what  basis  is  the  amount  of  the 
paid-up  policy  determined? 
(b)  In  what  way  (if  at  all)  is  this  brought 
under  the  notice  of  the  policy-holders? 

5J,  In  your  opinion,  is  the  paid-up  policy  granted, 
usually  the  actuarial  equivalent  of  the 
true  surrender-value  of  the  policy 
allowed  to  lapse? 

54.  If  an  Industrial  Assurance  Company  reinstates 

a  policy  on  which  a  premium  is  overdue, 
is  this  usually  considered  an  act  of  grace 
or  a  policy-holder's  right? 

55.  If  merely  an  act  of  grace,   is  this  fact  stated 

beforehand  to  the  policy-holder,  and,  if 
so,  on  what  documents? 

56.  Is  the  non- forfeiture  principle  applied  to  any 

extent  in  Australia  to  Industrial  Assur- 
ance Policies? 


VII. — Extra  Premiums. 

57.  Are  extra  premiums  charged  in  any  case  by  your 

Company  for  foreign  residence  or  travel? 

58.  Are  extra  premiums  charged  by  your  Company 

for    under-average    lives    and    hazardous 
occupations  ? 

59.  What  is  the  annual  amount  of  the  extra  pre- 

miums, if  any,  so  collected  by  your  Com- 
pany ? 

60.  Is  there  any  basis  known  to  you  on  which  extra 

premiums  can  be  reliably  computed? 


VIII. — Commission. 

61.  What   is   the   rate   of   Commission   payable   by 
your  Company  in  respect  of— 

(a)  Ordinary  business — 
(i.)  New   Premiums, 
(ii.)  Renewal  Premiums? 

(b)  Industrial  business— 
(i.)  New    Premiums, 
(ii.)  Renewal  Premiums? 


IX. — Interest   Earned. 

62.  What  is  the  average  rate  of  interest  at  which 
the  total  assurance  and  annuity  funds  of 
your  Company  are  invested? 

6;^.  What  method  is  adopted  in  your  Company  in 
computing  the  average  rate  of  interest 
earned  ? 

64.  What  method  do  you  consider  furnishes  the 
most  accurate  results? 


X. — Deposits  with  Government. 

65.  What  is  vour  opinion  as  to  the  desirability  or 

otherwise  of  requiring  a  company  to 
lodge  a  deposit  with  the  Government 
prior  to  commencing  life  assurance  busi- 
ness in  the  Commonwealth  ? 

66.  Do  you  consider  that  the  sum  specified  as  de- 

posit in  the  English  Life  Assurance  Com- 
panies Act  1870,  viz.,  _;^20,ooo,  is  a 
sufficient  guarantee  of  bofta  fides? 

67.  (a)  In  your  opinion  is  the  provision  of  the  Eng- 

lish  Act    for   the   return    of   the   deposit 
when  the  accumulated   funds   amount  to 
;/^4o,ooo  a  desirable  one? 
(b)  State  vour  reasons  for  your  opinion. 
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b8.  What  is  )our  opinion  concerning  the  desirability 
of  a  deposit  being  retained  by  tiie  Go- 
vernment so  long  as  Commonwealth  busi- 
ness remains  on  the  Company's  books, 
and  so  determined  as  to  bear  a  definite 
ratio  to  the  liability  incurred  in  respect 
oi  such  business  ? 

69.  Do  you  consider  that  a  deposit  should  be  re- 

quired from  all  existing  Companies  (not 
only  from  those  commencing  business)  ? 

70.  Should  Companies  having  their  head  offices  in 

Australia  receive  preferential  treatment  as 
regards  deposits  or  other  matters  ? 


XI. — Details  of  Liabilities  and  Assets. 

71.  Should,  in  your  opinion,  the  returns  furnished 

to  the  Government  be  sufficiently  com- 
plete to  enable  an  outside  actuary  to 
make  an  independent  valuation  as  regards 
liabilities  ? 

72.  Should  the  returns  furnished  by  Life  Assurance 

Companies  be  so  drafted  as  to  show  par- 
ticulars of  policies  participating  in  profits, 
separately  from  those  relating  to  policies 
which  do  not  participate? 

73.  Should    such  separation   also  apply  to  the  re- 

serves in  connexion  with  participating  and 
non-participating  business  ? 

74.  Do  you  think  that  bonus  additions  should  in  all 

returns  be  included  as  integral  parts  of 
the  sum  assured  or  not? 

75.  Should,  in  your  opinion,  fuller  details  be  given 

concerning  the  names  and  amounts  of  all 
stocks    and    shares    held   by   Life   Assur 
ance  Companies  as  investments,  than  are 
required  under  the  English  Act  of  1870? 

76.  Would   fuller   publication  diminish  the  risk  of 

fraudulent  manipulation  of  funds  ? 

77.  Would  it  be  desirable  in  the  interests  of  policy- 

holders, that  a  periodical  review  of  the 
assets  of  Companies  carrying  on  Life  As- 
surance business  in  Australia  should  be 
undertaken  by  duly  qualified  Government 
officers,  and  that  the  reports  of  such  offi- 
cers should  be  published  in  conjunction 
with  the  Companies'  returns? 

78.  In  view  of  the  fact  that  in  their  balance-sheets 

some  Companies  include  as  an  asset  "  In- 
terest due,"  but  not  "Interest  accrued," 
while  others  include  both,  do  you  con- 
sider it  desirable  that  in  all  cases  an 
allowance  for  "  Interest  accrued  "  should 
be  made? 

79.  Is  it  desirable  to  include  the  item  "  Premiums 

due  "  as  an  asset  ? 

80.  (i)  Would  it  be — 

(a)  practicable ;  and 

(b)  desirable 

to  show  the  assets  of  an  Assurance  Com- 
pany in  such  a  form  as  to  distinguish  be- 
tween  those  held   in   the   Commonwealth 
and  those  held  elsewhere? 
(ii.)  Give  the  reasons  for  your  opinion? 


XII. — Fractional    Premiums. 

81.  Is  it  a  fact  that  in  certain  cases  the  quarterly 

or  half-yearly  payments  of  premiums  are 
considered  as  instalments  of  an  annual 
payment  due  at  the  commencement  of  the 
assurance  year,  and  that  in  the  event  of 
death  during  that  assurance  year  the  un- 
paid balance  of  a  full  year's  premium  is 
deducted  from  the  sum  assured? 

82.  (a)  Is  such  the  practice  of  your  Company? 
(b)  If  not,  what  is  the  practice? 


83.  Do  you  know  whether  the  practice  referred  to 

in  Question  8i   is  very  common  in  Aus 
tralia? 

84.  Is  it  desirable  that  the  practice  in  this  matter 

should  be  uniform,  or,  failing  that,  that 
the  method  followed  slioukl  be  clearlv 
statea  on  the  Premium  receipts? 


XIII. — Suicide,  Crime,  i;xc. 

85.  (a)  After  what  lapse  of  time  in  your  Company 

is  a  policy  considered  non-forfeitaible  on 
account  of  suicide  of  the  policy-holder? 
and 
(b)  Has  a  policy   in  your  Company  ever  been 
challenged  on  the  ground  of  suicide? 

86.  What  is  your  opinion  concerning  suicide  as   a. 

reason    for    the    forfeiture    of    a    lite 
policy  ? 

87.  In  the  case  of  capital  punishment,  is  a  policy 

in  your  Company  void  or  voidable? 


XIV. — Admission  of  Age. 

88.  What  is  the  practice  of  your  Company  as  re- 

gards admission  of  age  on  the  policy  ? 

89.  In  the  event  of  understatement  of  age,   what 

course  is  pursued? 

90.  Is  it  desirable  that  after  the  lapse  of  a  certain 

number  of  years,  the  age  given  by  policy- 
holders should  be  automatically  "  -id- 
mitted  ' '   by  the  Company  ? 


XV. — Government   Supervision. 

91.  (a)  Is,  in  your  opinion,  Life  Assurance  a  busi- 

ness requiring  Government  supervision  in 
the  public  interest? 
(b)  What  objections,    if    any,   exist    from    the 
stand-point    of    your    Company,   to    Go- 
vernment supervision  ? 

92.  Of  the  following  methods  of  supervision,  which 

do  you  think  would  be  productive  of  the 

better  results:  — 

(a)  The  English  method,  mider  which 
actuarial  valuations  are  re- 
quired to  be  made  by  the  Com- 
pany, and  full  details  pub- 
lished ? 
(b)  The  American  method,  under  which 
valuations  of  the  Company's 
liabilities  and  assets  are  made 
periodically  by  a  Government 
Department  ? 

93.  Do  you  consider  that  there  should  be  any  pre- 

scribed qualification  to  be  possessed    by 
the  officer  responsible  for  the    actuarial 
valuation  of  a  Life  Assurance  Company's 
business  ? 
If  so,  what  qualifications  would  you  suggest? 

94.  As  regards  the  publication  of  details  concerning 

a  Life  Assurance  Company's  business,  is 
it  desirable  that  steps  should  be  taken 
to  render  the  particulars  available  as  early 
as  possible  after  the  dates  on  which  the 
company's  accounts  are  closed? 

95.  Seeing  that  the  various  dates  at  which  the  ac- 

counts of  different  Companies  are  now 
closed  would  tend  to  dela)-  the  publica- 
tion by  the  Government  of  the  returns 
for  any  given  year, 

(a)  Would  it  be  practicable  for  a  uni 

form  closing  date,  say  30th 
June  or  31st  December,  to  iie 
fixed  for  all  Companies? 

(b)  Would    such    a   course  be  publicly 

advaintageous  ? 
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96.  Are  there  any  strong  objections  to  such  a  course, 

or  difficulties  in  carr)  ing  it  out  ? 

XV'L— Government  Like  Assurance. 

97.  Would  it,  in  )our  opinion,  be —  • 

{a)  practicable,  and 
(d)  desirable, 

for    Life  Assurance    business 
to  be  undertaken  by  the 
Government  ? 
State  your  reasons  for  your 
opinions  fully. 


XVII. — Standard  of  Solvency. 

98.  Ls  it  desirable  that  a  standard  of  solvency  for 

Life    Assurance    Companies    should'     be 
fixed  by  law? 

99.  If   so,   on  what  basis  would  you  suggest   .-hat 

such  a  standard  should  be  fixed  ? 


XVIIL — Amalgamation  and  Transfer. 
100.  Do  you  consider  that  the  provisions  of  the 
English  Act  of  1870  (sections  14  and  15) 
relative  to  the  amalgamation  and  trans- 
fer of  Life  Assurance  Companies  are 
suitable  and  sufficiently  comprehensive 
for  application  to  Australian  conditions? 


XIX. — Winding  Up. 
loi.  What  is  your  opinion  of  sections  21  and  22 
of  the  English  Act  of  1870  and  sections 
4  and  5  of  the  English  Act  of  1872  with 
reference  to  the  winding  up  of  Life  As- 
surance Companies? 

102.  The   First   Scliedule  to  the    English    Act    oi 

1872  contains  rules  for  valuing  annuities 
and  policies  in  connexion  with  the  wind 
ing  up  of  a  Life  Assurance  Company. 
Do  you  consider  it  desirable  that  such 
rules  should  be  contained  in  an  Act  or 
in  the  regulations  thereof  ? 

103.  If  not,  what  means  would  you  suggest  for  "-he 

ei-juitable   treatment   of   policy-holders   in 
the  case  of  a  winding  up? 


XX. — Protection  of  Creditors. 

104.  Is  it,  in  your  opinion,  desirable  that  policies 

should   be  protected  from  the  claims  of 
creditors  ? 

105.  What  do  you  consider  the  maximum  amount 

that  should  be  so  protected? 


XXI. — Separation  of  Accounts  and  Funds. 

106.  Do  you  consider   that   tlie  separation   of  co- 

counts  and  funds  is  desirable,  as  pro- 
vided in  the  English  Act  of  1870,  which 
requires  the  keeping  of  separate  accounts 
of  the  life  assurance  and  annuity  busi- 
ness of  any  Company  carrying  on  such 
business  in  conjunction  with  other  forms 
of  Assurance,  such  as  fire,  marine,  etc.  ? 

107.  If  so,  do  you  consider  that  the  accounts  and 

funds  connected  with  capital  redemption 
assurances  (which  have  no  connexion 
with  life  contingencies)  should  also  !:« 
shewn  separately  ? 


XXII. — Periods  for  P'urnishing  Returns. 

]o8.  At  what  intervals  do  you  consider  that  re- 
turns of  Life  Assurance  Companies' 
business  should  be  furnished  to  the  Go- 
vernment ? 


XXIII. ^Legislation,  etc. 

109.  (a)  Has  the  English  Insurance  legislation  or 

any  modification  thereof  been  adopted 
in  any  of  the  Commonwealth  States  in 
which  your  Company  transacts  business? 
(Furnish  particulars  for  each  State.) 

{!>)  If  not,  do  you  know  of  any  objections  to 
its  introduction  ? 

(r)  What  is  the  nature  of  the  modifications,  if 
any,   referred  to  in  (a)  above  ? 

110.  Have  you  any  suggestions  to  make  in  respect 

to  the  amending  of  the  insurance  law  of 
any  of  the  States  of  the  Commonwealth, 
in  which  your  Company  transacts  busi- 
ness? 

(In  your  reply  please  indicate,  where 
possible,  by  the  corresponding 
number  the  particular  sections  of 
this  inquiry  to  which  such  amend- 
ments would  relate.) 

111.  (a)  Forward  complete  copies  of  your  proposal 

and  policy  forms  and  of  any  other 
forms  which  either  expressly  or  by  impli- 
cation constitute  part  of  the  contract 
between  your  Company  and  the  person 
assured. 
(f?)  State  which,  if  any,  of  the  conditions  . 
thereof  vou  consider  non-essential. 


APPENDIX    B. 


REPLIES  TO  QUESTIONS  SUBMITTED  TO  OFFICERS  OF  LIFE  ASSURANCE  COMPANIES. 


Section  I. — Company  Represented. 

Question  1. 

(a)  What  is  the  name  of  the  Company  or  Society 

which  you  represent  ? 

(b)  Where    is   the   head   office   of   }our    Company 

situated  ? 
{c)  In  what  countries  is  Life  Assurance  business 
carried  on  by  your  Company  ? 

Replies. 

I.  (a)  The   Australian    Alliance    Assurance    Com- 
pany. 

(b)  No.  400  and  402  Collins-street,  MelDourne. 

(c)  Australia. 


2.  {a)  Australian     Metropolitan     Life     Assurance 

Company  Ltd. 
{l>)  In  Sydney, 
(c)  in  Australia  only.      In  New  South  Wales, 

Queensland,  and  Victoria. 

3.  (a)  Australian  Mutual  Provident  Society. 

(b)  Sydney,  New  South  Wales. 

(c)  Commonwealth  of  Australia,  New  Zealand, 

Fiji,  Great  Britain,  and  Ireland. 

4.  (a)  The  Australian  Widows  Fund  Life  Assur- 

ance Society  Ltd. 

(b)  Corner   Collins   and   William   streets,    Mel- 

bourne. 

(c)  Victoria,    New    South    Wales,    Queensland, 

South  Australia,  Tasmania,  New  Zealand. 
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5-  («)  The   City    Mutual   Life  Assurance   Society 
Ltd. 
{b)  Sydney,  New  South  Wales, 
(c)  Australia. 

6.  {a)  The   Colonial    Mutual   Life   Assurance   So- 

ciety Limited. 
{b)  Melbourne, 
(c)  Australia,    Tasmania,    New   Zealand,    Fiji, 

United   Kingdom   of    Great    Britain   and 

Ireland,   Egypt,   and  British  Colonies  in 

South  Africa. 

7.  {a)  The    Supreme    Court    of    the    Independent 

Order  of  Foresters. 
(Z>)  Toronto,   Canada, 
(c)  Canada,   United  States,   Britain,   Denmark, 

Norway,  India,  Australia,  France. 

8.  (a)  The  Liverpool  and  London  &  Globe  Insur- 

ance Company. 
{b)  Liverpool,  England. 
{c)  Cannot  say. 

9.  {a)  The   Mutual  Life  and  Citizens'   Assurance 

Company  Limited. 
{b)  Sydney. 
{c)  The     Commonwealth     of     Australia,     the 

Dominion    of    New    Zealand,    and    the 

United    Kingdom   of   Great   Britain   and 

Ireland. 

10.  {a)  The   Mutual    Life    Insurance  Company   of 

New  York. 
{b)  New  York,    United   States  of  America, 
(c)  North  America,  Great  Britain    and  Ireland, 

portions  of   Europe,    South   Africa,    and 

Australasia. 

11.  {a)  The   National   Mutual  Life  Association  of 

Australasia  Ltd. 
{b)  Melbourne. 
(c)  Australasia,    Great    Britain,    South   Africa, 

India,  and  Ceylon. 

12.  (a)  The  New  York  Life  Insurance  Company. 
{b)  346    Broadway,    New    York    City,    United 

States,  America. 
{c)  Nearly  every  civilized  country  in  the  world. 

13.  (a)  The    People's   Prudential   Assurance   Com- 

pany Ltd. 
{b)  Sydney,  New  South  Wales. 
{c)  New  South  Wales  only. 

14.  {a)  Provident  Life  Assurance  Company. 
{b)  Dunedin,   New  Zealand. 

{c)  New  Zealand  and  New  South  Wales. 

15.  {a)  The  Standard  Life  Association  Limited. 
(b)  28    Elizabeth-street,     Sydney,     New    South 

Wales. 
{c)  Australia. 

16.  (a)  The    Australasian    Temperance    &    General 

Mutual  Life  Assurance  Society  Limited. 
{b)  Melbourne. 
{c)  The   Commonwealth   of   Australia   and   the 

Dominion  of  New  Zealand. 

i6a.  {a)  The  Australasian  Temperance  and  General 
Mutual  Life  Assurance  Society  Limited. 
{b)  Melbourne. 

{c)  In  all  States  of  the  Commonwealth  of  Aus- 
tralia, and  in  the  Dominion  of  New 
2^aland. 


17.  (a)  Victoria  Life  and  General  Insurance  Com- 
pany. 
{b)  53  Market-street,  Melbourne, 
(c)  The  Company  is  not  carrying  on  business  in 
.     any  country,  but  merely  receiving  renewal 
premiums  on  a  few  Life  Policies  issued 
many  years  ago. 


Section  II. — Constitution  of  Company. 
Question  2. 

Is   your   Company   a   Mutual   or  a  Proprietary   (or 
Mixed)  Company  ? 

Re  flies. 

1 .  Proprietary. 

2.  A  Proprietary   Company. 

3.  Mutual. 

4.  Mutual. 

5.  Mutual. 

6.  Mutual. 

7.  Fraternal     Insurance     Company  —  Mutual  — 

worked  on  the  Friendly  Society  principle 
by  means  of  Courts  or  Lodges. 

8.  Proprietary. 

9.  Mixed,  if  we  accept  the  classificaticoi  given  in 

the  question,  but  the  word  "  Co-opera- 
tive ' '  better  describes  the  Company.  A 
"mixed"  Company  has  a  proprietary 
capital,  and  the  profits  are  divided  in  a 
given  proportion  between  policy-holders 
and  shareholders,  but  the  M.L.C.  has 
an  additional  advantage  for  policy- 
holders inasmuch  as  the  policy-holders 
bind  the  shareholders  not  to  expend 
more  than  15  per  cent,  of  the  in- 
come. Trustees  elected  by  the  policy- 
holders have  the  right  of  access  to  all 
books,  and  to  appoint  an  auditor.  They 
attend  the  Board  Meetings  of  Directors, 
and  must  report  to  the  policy-holders 
each  year  as  to  the  position  of  the  Com- 
pany. 

10.  It    is    a   purely    mutual    Company,    having   no 

shareholders  or  preferential  i)olicy- 
holders. 

11.  Mutual. 

12.  Purely  mutual. 

13.  Proprietary. 

14.  Proprietary. 

15.  A  mixed  Company. 

16.  A  mutual  Company. 
I  6a.  Mutual. 

17.  Proprietary. 


Question   3. 


(a)  Is    there   any    specified    maximum   as    to   rate 

of  profit  which  may  be  taken  by  share- 
holders ? 

(b)  Is    there    any    specified    proportion    in    which 

profit  shall  be  shared  by  shareholders  and 
policy-holders  ? 
{c)  What  is  the  nature  of  the  instrument  of  which 
such  maximum  or  proportion  is  specified? 
And  what  is  the  explicit  specification 
(document  or  a  copy  thereof  should  be 
furnished)  ? 
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(d)  What  is  the  capital  of  the  Company  ? 
(i)  Nominal, 

(2)  Subscribed, 

(3)  Paid  up. 

{e)  During  the  past  five  years  what  amount  of 
profits  has  been  paid  to  shareholders 
{£,  )   and  to  the  policy-holders 

{£,  )    respectively,    treating    as 

payments    to    policy-holders    and    setting 
out  separately — 

(i)  Bonuses  paid  in  cash  {jQ  ) ; 

(2)  The    cash    value    of    reversionary 

bonuses  allotted  {jQ  );  and 

(3)  The  cash  value  of  bonuses  applied 

to  reduction  of  premium  [jQ     )? 

Replies. 

1.  (a)  Yes. 

{b)  Policy-holders  75  per  cent.,  shareholders 
25  per  cent. 

(f)  Deed  of  settlement,  by  which  the  policy- 
holders receive  75  per  cent,  or  share- 
holders 25  per  cent,  of  profits  distri- 
buted. 

(d)  (i)  ^500,000. 

(2)  ;£^250,0OO. 

(3)  ;£i25iOoo. 

(«)    il3.o24,   •/ri9.S96- 

(2)  £i,66o. 

(3)  £^05- 

2.  (a)  Yes.     A  maximum  of  i2|  per  cent,  on  the 

shareholders'  capital. 

(b)  Yes. 

(c)  Articles  of  Association.      Articles   125   and 

126. 

(d)  (i)  ^100,000. 

(2)  ;£20,000. 

(3)  i^ii,532  5s- 
(«)    Nil,  Nil. 

(i)  Nil. 

(2)  Nil. 

(3)  Nil. 

3.  (a)  There  are  no  shareholders. 

(b)  The    participating    policy-holders    take    the 

whole  of  the  profits. 

(c)  This  does  not  apply  to  a  mutual  Society. 

(d)  This  does  not  apply  to  a  mutual  Society. 

(e)  Payments  to  policy-holders  during  th6  last 

five  years — 
(^).;^'234;<53o.      (This   included   prospec- 
tive bonuses   paid  on   death  claims   and 
maturities.) 

(2)  ^^319,224. 

(3)  /■3>255. 

4-  («)  (i)  £1^,961    los.   8d. 

(2)  ;£i3o,29o  i6s.  3d. 

(3)  Nil. 

5-  W  Nil,   ^^32,632. 

(i)  ;£4,204. 

(2)  i;i,88o. 

(3)  Nil. 

6.  (b)  Policy-holders      under      with-profit      tables 
share  all  profits. 
(e)    Nil,   3^135,981   14s. 

(i)  ;^68,742  9s.  od.  In  addition  to  this, 
the  amount  of  ;£ii,yo'j  8s.  4d.  was  paid 
as  the  cash  value  of  reversionary  bonus 
additions.  Portion  of  these  reversionary 
bonus  additions  is  included  in  the  amount 
stated  in  answer  to  sub-section  (2),  while 
the  remainder  were  allotted  at  previous 
distributions  of  surplus. 

(2)  ^65,546   19s. 

(3)  £^,692  6s. 


7.  (a)  There  are  no  shareholders. 
(b)  No. 

(d)  Nil. 
{e)    Nil. 

8.  (d)  (i)  ;^2,ooo,ooo. 

(2  and  3)  Members'  capital  (stock)  ;£245, 640. 

9.  (a)  No  percentage  on  capital   is  fixed,   and  it 

would  not  be  economic  to  do  so. 

(b)  In  the  proportion  of  80  per  cent,  to  policy- 

holders and  20  per  cent,  to  shareholders, 
the  shareholders  guaranteeing  to  the  with- 
profit  policy-holders  that  the  expense 
rate  shall  not  exceed  15  per  cent,  of  the 
income.  Holders  of  with-profit  policies 
receive  80  per  cent,  of  the  profits  of  the 
Ordinary  Branch.  Industrial  Branch 
policies  are  without-profit  ones. 

(c)  The   Articles   of   Association    (Article    No. 

i2i),  the  policy  issued,  and  the  prospec- 
tus (page  8).  Copies  of  the  documents 
are  attached. 

{d)    (l)    ;^200,000. 

(2)     ;;r2OO,O0O. 

(3)  £40,001  ■ 

(e)  The  profits  divisible  in  the  last  five  years 

were  as  follows:  — 


Year. 

shareholders. 

Folic  v-h- 'Id  ers. 

£ 

£ 

1904         . 

7,687     . 

30,751 

1905 

8,268     .. 

33,070 

1906 

9,004 

36,or5 

1907 

9,860 

39,441 

19.08 

•   11,731     ■■ 

£ 

46,923 

£46,550 

186,200 

10.  (a) 

h) 

(c) 

(d) 

TT.  (e) 

12.  (a) 
(b) 
(c) 

(d) 


13.   (a) 
(d) 


Of  this  amount  of  ;^46,55o  to  which 
shareholders  were  entitled,  j/^35,092 
I2S.  2d.  onlv  has  been  paid  them  in  cash, 
a  legal  release  to  the  Company  of 
;£9,894  5s.  8d.  having  been  executed, 
leaving  £1,56^  2s.  2d.  to  the  credit  of 
the  shareholders  in  the  books  of  the  Com- 
pany. 

The  Company  has  no  shareholders.  (See 
reply  to  question  2.) 

See  reply  to  question  2. 

See  reply  to  question  2. 

Nil.     See  reply  to  question  2. 

(1)  ;^29,602. 

(2)  ^577,000  in  respect  of  six  years. 
No  shareholders. 

All  profits  belong  to  the  policy-holders. 
No  shareholders. 
No  capital. 

All  profits  belong  to  the  policy-holders 
alone.  During  the  last  five  vears  the  fol- 
lowinqr  disbursements  have  been  made  to 
policv-holders :- — 

(l)  Bonuses  paid  in  cash,  /',4, 54.5, ^05. 
(ii)  Cash       value       of       reversionary 

bonuses  allotted.  -f,4So,8i6. 
(iii)  Cash  value  of  bonuses  anplied  to 
reduction  of  premium,  ,^705, 121. 
No. 

No ;  It  is  at  the  discretion  of  the  directors 
acting  TTpon  the  advice  of  the  actuary. 

(l^     ;^I0,000. 

(2)  /'5,ooo. 

(3)  _;^_4-788. 

Durinsr  the  last  three  vears— ^714,  ;^42^. 
(i)  Nil. 

(2)  £423. 

(3)  Nil. 
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The  actuarial  valuations  of  this  Company 
being  triennial,  the  information  asked  for  as  to 
amount  divided  amongst  policy-holders  during 
the  last  five  years  cannot  very  well  be  given. 
The  information  asked  for  is,  therefore,  given 
as  applying  to  the  three  years  ended  31st 
August,  1907,  being  the  date  of  the  last  trien- 
nial valuation. 

14-  (a)  10  per  cent. 
(b)  Yes. 

(<:)  Board  minute.     The  following  is  a  copy  of 
the  Board  minute  referred  to:  — 

Resolved     that — The     profits     arising 
from  such  branch  shall  be  appor- 
tioiied  between   the   policy-holders 
entitled    to   participate  in    profits, 
and    the    Company    as    follows — 
that  is  to  say,  not  less  than  90  per 
cent,  of  such  profits  shall  be  ap- 
plied   as    bonuses    on    the    policies 
so  entitled  to  participate  in  profits, 
and   not  more   than    10    per   cent, 
of  such  profits  shall  be  applied  in 
such  manner  as  may  from  time  to 
time  be  decided  for  the  benefit  oi 
the  shareholders. 
After  each   actuarial   valuation  of  the 
the   branch    the    actuary    shall   re- 
port to  the  Board  his  recommen- 
dations as  to  the  disposal   within 
the   limits  hereinbefore  mentioned 
of  the  profits,  and  the  Board  may 
adopt    or    modify    such    report    as 
aforesaid,  which  decision  shall  be 
final,  provided  that  no  such  modi- 
fication  shall   in   any  way   conflict 
with  the  limits  herebv  fixed  by  the 
apportionment  of  the  profits. 
W  (i)  ^100,000. 
(2)  _;^4o,ooo. 
(.■\)  ;^io,ooo. 
(e)  Nil.     The  only   payments  made  have  been 
the  annual  interest  (by  way  of  dividend) 
to    shareholders.     This    has    been    5    per 
cent,  on  the  paid-up  capital. 
15.  (a)  Yes.     See  the  Association's  Articles  of  As- 
sociation,   clauses    irg    and    120. 

(b)  Yes.     See  the  Association's  Articles  of.As- 

ciation,  clauses  119  and  120. 

(c)  The  Association's   Articles   of   Association. 

clauses  iig  and  120. 
The  clauses  referred  to  are  as  follows  : — 
119.  The  holders  of  the  "  With  Profit" 
policies  in  the  Ordinary  Branch 
shall  have  distributed  amongst 
them  the  whole  of  the  surplus 
profits  'duly  declared  in  that 
branch. 
r2o.  The  net  profits  of  the  business  of 
the  Industrial  Branch  shall  be 
apportioned  in  the  manner  fol- 
lowing, that  is  to  say  : — A  sum 
shall  first  be  set  apart  suflicient 
to  pay  interest  at  the  rate  of  10 
per  cent,  per  annum  upon  the 
paid-up  capital.  Such  interest 
shall  be  calculated  upon  the 
capital  from  the  respective  dates 
of  pavment  of  the  instalments 
upon  the  different  shares.  Jf 
in  any  year  no  interest,  or  in- 
terest at  a  lower  rate  than  to  per 
cent.,  is  or  has  been  paid,  the 
deficiency  shall  he  a  prior  charge 
upon  the  profits  then  or  subse- 
quently determined  and  declared 


(d) 


r6.  (a) 
ib) 
(c) 
(d) 
(e) 


i6A.((r) 
ib) 
(c) 
id) 


17.   (a) 

{b) 
id) 


and  such  shall  be  set  aside  or 
paid    before    any     division    as 
hereinafter    provided    is    made, 
the  intention   being   that  before 
any  policy-holder  in  the  Indus- 
trial Branch  is  entitled  to  receive 
any  profits  there  shall  be  paid 
upon  every   share   10   per  cent, 
per   annum    upon    the    amount 
from  time  to  time  paid  up  there- 
on.      After   setting   aside   such 
sum,    and   after  setting  aside  a 
sum  (if  any)  for  a  contingency 
fund  as  hereinafter  provided  in 
Article  124,  the  amount  of  the 
remaining  profits  shall  be  divided 
into  five  equal   parts,   and   four 
of   such   parts   shall   be   appor- 
tioned among  the  holders  of  such 
policies  in  the  Industrial  Branch 
as  shall  entitle  the  holders  there- 
of to  participate  in  profits  as  a 
bonus  upon  their  respective  poli- 
cies in  all  or  any  one  or  more  of 
the  modes  following  at  the  dis- 
cretion of  the  Board  ;  that  is  to 
say,  by  way  of  immediate  cash 
payment    or    by    applying    the 
same  in   payment   of   premiums 
due  or  to  fall  due,  or  in  reduction 
of  future  premiums,  or  of  pro- 
portionate  addition   to  the   sum 
assured   by   the   policy   when   it 
shall  become  a  claim. 

(i)  ^^250, 000. 

(2)  ^r2,5oo. 

(?,)  -^12,500. 

Nil,    Aq^^   15s.  3d.. 

(1)  £95   15s.  3d. 

(2)  ^107. 

(3)  Nil. 

There  are  no  shareholders. 
There  are  no  shareholders. 
No  document. 
No  capital. 
Nil,    y:i9,239. 

(i)  £S?,9- 

(2)  £-^^,100. 

(3)  Nil. 

No  shareholder;;. 

No  shareholders. 

There  is  no  instrument. 

Nil. 

Nil,  ,^19,239. 

(i)  £52,9- 

(2)  y?i8,7oo. 

(3)  Nil. 
No. 
No. 

j<^2,000,000,     _;£,2,O00,O0O,       7,40,000 

Nil  to  policy-holders. 


Question  4. 


What  briefly,  in  your  judgment,  are  the  relative 
merits  of  mutual  and  proprietary  (or  mixed) 
Companies,  from  the  stand-point  of  the 
policy-holder  ? 

Replies. 

1.  I  .should  prefer  a  proprietary  company,   as  its 

paid-up  capital  is  a  .security  over  and  above 
the  ordinary  assurance  fund. 

2.  Proprietary  companies  have  as  one  object  a  re- 

turn upon  capital  invested  in  the  business, 
and  if  they  fail  to  show  good  results  for 
participating  policy-holders  they  cannot  give 
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cfood  results  to  their  shareholders.  The  in- 
ducement, therefore,  exists  to  give  policy- 
holders big  profits.  The  subscribed  capital 
oi  a  proprietary  company  constitutes  an  ad- 
ditional security  to  policy-holders.  Mutual 
companies  certainly  give  policy-holders  vot- 
ing privileges,  hut  as  the  great  majority  of 
them  know  little  or  nothing  of  the  business 
thev  do  not  exercise  the  power  they  pos- 
sess to  check,  if  necessary,  the  directors 
and  management. 

3.  In  a  mutual  society  the  members  share  the  whole 

of  the  profits  between  themselves  in  such 
manner  as  they  themselves  decide;  they 
have  the  sole  power  of  enacting  by-laws  and 
of  electing  directors,  and  generally  of  man- 
aging the  whole  business  of  the  society  as 
they  think  fit.  In  a  proprietary  company 
the  policy-holders  have  no  voice  whatever 
in  the  management  or  in  the  appointment  of 
directors,  and  the  shareholders  ma\  prac- 
tically do  as  they  please,  and,  of  course, 
take  a  greater  or  less  proportion  of  the  pro- 
fits which  are  earned.  The  only  advantage, 
in  my  judgment,  of  a  subscribed  or  paid-up 
capital  in  the  case  of  a  life  assurance  insti- 
cunon  is  in  its  early  stages,  before  any  con- 
siderable sum  has  been  accumulated  out  of 
the  premiums  paid  bv  the  policy-holders. 
At  any  sub-sequent  period  a  paid-up  capital 
is  an  unnecessary  encumbrance. 

4.  In  a  mutual   societv   the   policy-holder  partici- 

pates in  the  whole  of  the  divisible  surplus. 
In  a  proprietary  (mixed)  company  a  portion 
of  the  divisible  surplus  is  taken  by  the  share- 
holders. The  policy-holders  have  as  an  ad- 
ditional security  the  paid-up  and  the  un- 
called capital  of  the  company.  In  a  mutual 
societv  the  directors  are  elected  by  the 
policy-holders.  In  a  proprietary  company 
the  directors  are  elected  b\-  the  shareholders. 
The  interests  of  policy-holders  and  share- 
holders are  at  times  antagonistic,  and  when 
such  is  the  case  the  interests  of  the  share- 
holders have  received  the  first  con.sideration 
at  the  hands  of  directors,  who  are  them- 
selves shareholders.  Shareholders  have  re- 
ceived dividends  when  no  bonuses  were  al- 
loted  to  policy-holders.  On  the  whole, 
however,  the  interests  of  policv-holders  do 
not  suffer  in  live  proprietary  (mixed)  com- 
panies. It  is  not  to  the  advantage  of  share- 
holders that  the  reputation  nf  their  companv 
for  liberalitv  and  for  equitable  treatment 
of  its  policy-holders  should  be  damaged. 

6.  Merits  of  Mutual  Comfanies. — That  thev  are 
subject  to  the  cxmtrol  of  the  members  as  a 
body,  and  all  the  profits  are  divisible 
amongst  them  in  equitable  proportions. 
Merits  of  Profrietary  (or  Mixed)  Companies. 
— The  policy-holders  have  the  doubtful  ad- 
vantage ot  having  a  controlling  interest 
whose  methods,  -prima  facie,  should  be, 
above  all  things,  to  secure  absolute  safety, 
so  as  to  prevent  the  shareholders'  capital 
being  drawn  upon  to  meet  anv  possible 
losses.  Life  assurance  business  being  now 
upon  a  thoroughly  sound  basis,  it  has  been 
amply  proved  that  the  necessity  for  a  buffer, 
such  as  shareholders'  capital,  to  stand  be- 
tween policy-holders'  funds  and  loss  is  not 
now  required. 

In  my  opinion  there  is  no  doubt  whatever  that 
from  the  stand-point  of  the  policy-holder 
a  mutual  societv  is  the  better. 


7.  Fraternal  insurance  enables  even  the  poorest  to 
insure,  by  reason  of  the  fact  that  the  lodge 
system  does  away  with  the  enormous  ex- 
pense of  canvassing,  and  thus  enables  per- 
sons to  obtain  insurance  at  a  cheaper  rate. 
Under  this  system  monthly  payments  are 
the  general  rule. 
9.  In  theory  the  advantages  of  the  mutual  offices 
are-^(i)  That  the  government  is  in  the 
hands  of  the  policy-holders ;  and  (2)  that 
the  policy-holders  get  all  the  profits. 
As  to  the  First  Point:  — 

If  a  mutual  office  confined  its  operations  to  a 
single  district  or  a  city  it  might  be  possible 
for  the  policy-holders  to  take  an  interest  in 
its  conduct.  In  friendly  societies  something 
like  this  happens. 

In  practice  a  mutual  office  extends  its  business 
over  the  whole  continent,  and  even  to  other 
continents.  It  then  becomes  in  effect  impos- 
sible for  policy-holders  to  exercise  their 
governing  powers.  The  names  and  addresses 
of  the  policy-holders  are  in  the  keeping  of 
the  management,  and,  since  the  agents  and 
other  officials  are  paid  and  controlled  by 
the  management,  enough  proxies  can  always 
be  obtained  to  insure  the  election  of  the 
management's  nominees  as  directors. 

In  the  only  Canadian  Mutual  Company,  viz., 
the  Mutual  Life  Assurance  Company  of 
Canada,  25,000  policy-holders  were  entitled 
to  vote,  but  only  about  thirty-five  attended 
the  annual  meetings.  In  1891  an  agent  pro- 
cured enough  proxies  to  elect  himself.  He 
was  at  once  required  to  resign  either  his 
agency  or  his  directorship,  and  went  off  the 
board.  The  director  whom  he  had  sup- 
planted was  elected  in  his  place.  On  one 
other  occasion  a  person  was  elected  against 
the  wishes  of  the  outgoing  board.  The  in- 
truder remained  in  office  for  one  year  only. 

In  the  Mutual  Life  Insurance  Company  of  New 
York  between  400,000  and  500,000  were 
entitled  to  vote,  but  for  a  long  period  of 
vears  not  more  than  200  votes  had  been  cast 
at  anv  election.  The  voters  who  voted  per- 
sonally were  generally  employes  of  the  com- 
panv. Over  20,000  proxies  were  held  by 
the  president  and  vice-presidents,  in  order 
to  secure  the  continuity  of  the  management 
and  to  guard  against  an  uprising  of  policy- 
holders. In  the  New  York  Life  Insurance 
Companv  there  were  probablv  800.000 
voters ;  the  largest  number  cast  at  any  elec- 
tion since  1895  was  2,328  in  1905,  and  the 
next  largest  was  803  in  7904.  The  votes 
cast  in  person  were  cast  by  employes,  the 
others  were  cast  under  proxies  running  to 
the  president  and  vice-presidents.  Probably 
80,000  proxies  were  held  in  the  office. 

This  is  the  normal  state  of  affairs,  but  even 
under  conditions  most  unfavorable  to  itself, 
and  when  the  most  desperate  efforts  were 
made  to  oust  it  the  management  has  demon- 
strated its  absolute  power.  The  constituency 
is  too  wide  for  any  possible  combination  of 
policv-holders  to  have  any  hope  of  success 
when  opposed  by  the  management  who  are 
fighting  for  their  own  existence. 

Mr.  Richard  Teece,  General  Manager  of  the 
Australian  Mutual  Provident  Society,  giving 
evidence  before  a  Select  Committee  of  the 
New  South  Wales  Legislative  Council  on 
13th  August,  r902,  was  asked,  "  What  is  the 
usual  vote  on  a  matter  for  the  alteration  of 
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by-laws"?  He  replied,  "It  would  be  a 
very  small  portion  of  the  whole.  It  cer- 
tainly would  not  be  20  per  cent.,  perhaps 
not   10  per  cent." 

In  its  newest  branch,  the  Industrial,  the  Aus- 
tralian Mutual  Provident  Society  has  not 
provided  for  the  mutual  principle,  so  far  as 
it  is  based  on  self-government.  The  holders 
of  policies  of  less  than  ;^ioo  are  not  en- 
titled to  vote,  this  provision  disqualifying 
policy-holders  in  the  Industrial  Depart- 
ment where  the  maximum  amount  of  a 
policy  is  ^^50. 

The  New  Zealand  Government  Insurance  De- 
partment, instead  of  being  governed  by 
directors  elected  by  the  policy-holders,  is 
managed  by  a  Commissioner  appointed  by 
the  Government  of  the  Dominion.  In  1884 
the  experiment  was  tried  of  placing  the  de 
partment  as  a  corporate  association  in 
charge  of  a  body  of  ten  directors,  partly 
appointed  by  statute,  partly  nominated  by 
the  Government,  and  partly  elected  by  the 
policy-holders.  After  a  brief  experience  of 
this  arrangement,  which  worked  very  un- 
satisfactorily, Parliament  deemed  it  inad- 
visable to  continue  the  institution  as  then 
constituted,  and  in  1886  passed  an  Act 
abolishing  the  corporation  and  re-establish- 
ing the  office  on  the  basis  of  a  Government 
Department.  Obviously  the  Government 
could  not  give  the  guarantee  and  take  the 
risk  of  the  p)olicy-holders  mismanaging. 

In  industrial  insurance  to  attempt  to  give  the 
policy-holders  power  to  elect  directors  would 
place  the  control  absolutely  in  the  hands  of 
the  agents,  who,  collecting  each  week  at  the 
homes,  would  be  able  to  exercise  an  irre- 
sistible influence  in  obtaining  proxies  or 
votes,  and  the  agents  having  that  power 
would  see  that  the  directors  were  men  who 
had  particular  regard  for  agents'   interests. 

The  danger  involved  in  allowing  industrial 
policy-holders  to  be  made  the  catspaw  of 
agents  was  so  clearly  recognised  in  Great 
Britain  that  the  Collecting  Societies  and 
Industrial  Assurance  Companies  Act  of 
i8q6  expressly  provides  that  the  agents  of 
industrial  companies  shall  not  vote  at  or  be 
engaged  in  any  way  in  any  election.  This 
provision  does  not,  however,  place  the  con- 
trol in  the  hands  of  policy-holders.  The 
onlv  effect  has  been  to  orevent  the  agents 
taking  the  control  out  of  the  hands  of  the 
directors,  and  it  is  safe  to  assume  that  this 
was  the  intention  of  the  Act,  and  that  the 
directors  of  the  several  institutions  sug- 
gested the  legislation. 

Yet  any  vote  recorded  independently  of  the 
agents  would  be  ineffective.  It  has  been 
shown  to  be  impracticable,  if  not  impos- 
sible, to  obtain  a  representative  vote  of  or- 
dinary policv-holders ;  it  would  be  even 
more  impracticable  to  obtain  a  representa- 
tive vote  of  industrial  policy-holders  if  thev 
were  left  to  themselves. 

The  directors  of  an  institution  are  bound  to 
use  every  means  to  prevent  undesirable  per- 
sons getting  seats  on  the  board.  If,  for 
instance,  a  man  well  known  to  the  directors 
to  be  dangerous  or  even  merelv  unskilled  or 
stupid  thought  fit  to  spend  money  freelv  in 
a  canvass  of  the  policv-holders  (and  this 
could  be  done  if  the  names  and  addresses 
of  policy-holders  were  available  to  him)  the 
directors  would  be  acting  in  the  best  interest 


of  an  institution  if  they  called  upon  the 
agents  to  canvass  for  proxies.  The  direc- 
tors could  not  be  relied  upon,  nor  expected, 
to  find  money  from  their  own  pockets.  The 
danger  is  that  all  who  opposed  the  directors 
in  power  would  be  thought  either  dangerous 
or  stupid,  and  therefore  so  ineligible  that 
the  full  force  of  the  oflSce  organization 
would  be  brought  into  action  in  preventing 
their  election.  And  the  power  of  this  or- 
ganization is  such  that  it  could  not  success- 
fully be  resisted.  It  would,  of  course,  be 
disastrous  for  a  mutual  company  if  un- 
scrupulous people,  with  money  to  spend  in 
their  canvass,  could  not  be  prevented  from 
obtaining  control. 

In  the  recent  Privy  Council  judgment  in  the  case 
of  Campbell  v.  the  A.M. P.  Society,  it  was 
laid  down  that  the  directors  are  right  in 
putting  their  own  views  to  the  policy-holders 
and  in  refusing  to  put  those  of  their  oppo- 
nents, and  are  also  right  in  employing  the 
services  of  their  officers  and  the  funds  of 
the  society  for  these  purposes. 

It  has  been  suggested  that  if  agents  could  be 
prevented  from  canvassing  for  votes,  and  if 
the  names  and  addresses  of  policy-holders 
were  public  property,  the  power  of  the  man- 
agement would  be  broken,  but  if  this  were 
so  the  only  result  would  be,  I  believe,  to 
place  the  institution  at  the  mercy  of  any  one 
prepared  to  spend  money  on  a  canvass.  The 
candidate  whose  motives  were  pure  would 
have  no  incentive  to  spend  much  money, 
whereas  the  unscrupulous  person  with  sinis- 
ter designs  upon  the  institution's  funds 
would  be  prepared  to  make  a  much  more 
systematic  and,  therefore,  successful  can- 
vass. 

It  has  been  suggested  that  good  management  is 
insured  by  the  knowledge  than  if  the 
management  is  bad  the  policy-holders 
can  change  it.  The  complete  answer  to 
this  is  that,  even  though  the  management  in 
some  cases  is  very  bad,  yet  it  is  not  changed. 
The  worse  the  management,  the  less  pos- 
sible does  it  appear  in  effect  to  be  to  change 
it.  It  is  significant  that  in  the  case  of  the 
worst  managed  offices,  where  interference 
from  policy-holders  might  reasonably  be  ex- 
pected, a  contested  election  is  virtually  un- 
known. 

In  practice,  therefore,  the  government  of  mutual 
offices  is  not  in  the  hands  of  policy-holders, 
nor  has  any  satisfactory  method  been  hitherto 
adopted  for  securing  policy-holders'  votes, 
hence  the  so-called  mutual  offices  are  not 
truly  mutual.  They  are  in  reality  the 
opposite  of  that :  they  are  despotisms.  And 
they  are  none  the  less  despotisms  because 
some  of  them  are  benevolent  despotisms. 
.As  to  the  Second  Point : — 

Since  the  management  of  mutual  offices  has  de- 
spotic power  the  contention  that  all  the 
profits  belong  to  policy-holders  must  be 
qualified  by  the  statement  that  the  policy- 
holders get  all  the  profits  after  the  manage- 
ment has  been  paid.  And  as  there  is  no 
guaranteed  expense  rate  they  will  he  paid 
even  if  no  profits  are  left  for  the  policy- 
holders. 

In  a  co-operative  office  the  expense  rate  is  guar- 
anteed, and  if  there  is  no  profit  or  a  dimin- 
ished profit  to  policy-holder  the  share- 
holders who  are  responsible  for  the  manage- 
ment suffer  loss. 
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In  a  mutual  office,  if  a  bonus  is  reduced  or  even 
passed,  the  policy-holders  suffer  all  the 
loss ;  the  managers  or  directors  do  not  reduce 
their  own  income  in  consequence. 

In  a  co-operative  office  the  directors,  who  are 
generally  the  largest  shareholders,  suffer 
considerable  loss,  that  is,  the  people  re- 
sponsible for  the  loss  are  made  to  share  it, 
and  loss  is,  therefore,  less  likely  to  arise. 

Profits  bear  a  direct  relation  to  expenses,  for  it 
is  obvious  that  the  greater  the  rate  of  ex- 
penditure in  any  given  case  the  less  the  pro- 
fits. To  say,  therefore,  that  policy- 
holders get  all  the  profits,  without  adding 
that  they  also  bear  all  the  expenditure,  is 
merely  to  utter  a  pointless  truism.  The 
officials  of  a  mutual  office  have  a  vested  in- 
terest in  the  institution,  and  it  is  naturally 
their  personal  concern  to  maintain  that  in- 
terest, apart  altogether  from  the  question  of 
profit.  Moreover,  they  will  be  tempted  to 
value  their  services  more  in  proportion  to  the 
size  of  the  office  than  in  the  excellence  of 
the  profits  to  policy-holders.  Neither  their 
own  money,  nor  that  of  the  directors  is  in- 
volved in  the  undertaking,  except  as  in- 
dividual policy-holders,  and  any  diminution 
of  profits  can  affect  them,  therefore,  only  in 
a  remote  and  altogether  subordinate  degree. 
They  are  thus  faced  with  every  induce- 
ment to  follow  the  line  of  least  resistance, 
and  that  line  is  certainly  not  found  in  the 
disagreeable  task  of  watchful  and  rigid 
economy  in  the  expenditure  of  every  depart- 
ment. And  yet  it  is  in  just  such  economy 
that  the  secret  of  low  expense  ratios  is  to  be 
found. 

We,  therefore,  arrive  at  the  proposition  that, 
while  in  a  mutual  office  the  policy-holders 
do  get  all  the  profits,  the  conditions  under 
which  the  management  exists  do  not  make 
for  economy,  but,  on  the  contrary,  tend  to 
undue  expenditure,  if  not  to  actual  extrava- 
gance. The  profits  are  consequently  much 
less  than  they  might  be,  or  than  they  most 
certainly  would  be  under  a  system  which 
^ves  the  directors  and  management  a  direct 
interest  in  the  progress  and  welfare  of  the 
institution. 

No  doubt  the  management  is  regulated  to  some 
extent  bv  the  influence  of  competition.  With- 
out that,  indeed,  the  so-called  mutual  sys- 
tem would  leave  the  policy-holder  wholly 
at  the  mercy  of  the  management.  It  is  not 
mutualism,  therefore,  which  gives  the  policy- 
holders such  protection  as  they  do  enjoy. 
There  is  nothing  inherent  in  the  mutual  sys- 
tem to  insure  good  results.  That  is  fully 
proved  by  the  fact  that  only  one  mutual 
office  in  Australia  has  achieved  great  suc- 
cess, and  its  success  is  due  not  to  the  mutual 
system,  but  to  the  fact  that  it  has  had 
a  great  start  over  all  other  offices,  that  it 
has  been  the  fashionable  office,  and  that  the 
mutual  system  has  never  had  a  trial.  It 
has  prospered  as  a  benevolent  despotism. 

As  profits  depend  primarily,  and  almost  exclu- 
sivelv.  upon  the  quality  of  the  management 
it  follows  from  what  has  been  just  said  that 
there  is  nothing  inherent  in  the  mutual  sys- 
tem to  produce  good  profits.  It  is  obvious 
that  it  is  no  advantage  to  the  policy-holder 
in  a  mutual  office  to  get  loo  per  cent,  of  the 
profit  unless  such  profits  are  greater  than 


the  profits  he  would  get  in  an  office  organized 
on  the  co-operative  basis,  and  that  there  is     . 
a   reasonable  guarantee  they   will   continue 
to  be  greater. 
Not  only  is  there  not  anything  in  the  mutual 
system  to  produce  good  profits,  but  its  ten- 
dency, for  the  reasons  already  set  out,  is  to 
produce  poor  profits.       That  some  mutual 
offices  yield  good  profits  is  not  to  be  placed 
to  the  credit  of  mutualism,  as  the  majority 
of  them  yield  poor  profits.       And  even  in 
those  that    now    yield    good  profits    a   con- 
tinuance thereof  cannot  be  relied  upon,  since 
it  is  not  the  system  which  is  responsible  for 
the  present  success. 
To  come  now   to  a  brief    consideration    of    other 
systems   and   a  comparison   of   them   with   so- 
called  mutualism : — 

A  proprietary  office  which  does  not  contract  to 
pay  profits  to  policy-holders  is  not  open  to 
any  objection  on  this  ground.      All  mutual 
offices    issue    without-profit     policies,     and 
there  can  be  no  objection  to  a  proprietary 
office  issuing  all  its  contracts  on  this  basis. 
A  proprietary  or  mixed  office  contracting  to 
share  profits  with  policy-holders  is  open  to 
grave  objection,  on  the  ground  that  it  does 
not  give    any    undertaking    as    to    expense 
rate.       The  contract  is,  therefore,  too  one- 
sided.      An  office  of  this   kind    will    run 
great  risk  of  being  badly  managed,  and  the 
danger  becomes  greater  if  the  stock  gets  into 
the  hands  of  a  designing  person,   who  will 
have  control  without  any  responsibility  and 
pay  himself  such  a  salary  that  no  profits  will 
remain.       In  a  co-operative  office  the  con- 
tract with  the  assured  is  a  definite  one  as  to 
expense,  rate,  and  proportion  of  profits,  and, 
therefore,   it  is  an  advantage  to    have    the 
stock  held  by  few  people,   so  that  the  in- 
terest of  some  few  individuals  is  great  in 
the  profits.      A  mutual  office  which  issues 
both  with  and    without  profit    contracts    is 
really  a   "mixed"   office —so  that  there  is 
no  really  mutual  office  in  Australia. 
The  co-operative  office  which  by  its  constitution 
imposes  on  the  shareholders  the  obligation 
to   work    within    a    specified   expense    rate, 
and  which  provides  for  proportionate  profit- 
sharing    between    the    policy-holders     and 
shareholders,   thus   secures  identity    of    in- 
terests.      It  is  submitted  that  this  is  the  best 
office  from  the  policy-holders'   stand-point. 
The  guaranteed  expense  rate  does  away  with 
extravagant  management  by  which  perhaps 
more  than  anything  else    policy-holders    in 
mutual  companies  suffer,  while  the  propor- 
tionate profit-sharing  works  for  the  good  of 
policy-holders,  for  the  shareholders  who  are 
responsible  for  the  management  will  neglect 
no  opportunity  to  increase  their  own  profit, 
and,     therefore,     incidentally     the    policy- 
holders— that  is,  you  have  your  experts  de- 
pending upon  increased  profits  for  any  in- 
crease to  their  own  emoluments. 
While  proprietary  mixed  offices  have  been  badly 
managed,   and    while    mutual    offices    have 
been  badlv   managed,   there  is  no  instance 
where  an  office  with  a  co-operative  constitu- 
tion has  been  badly  managed. 
Recent  legislation  in  America  has  been  based  on 
the    assumption    that    it    is    impossible    for 
policy-holders  in   a  mutual  office  to  effec- 
tivelv  control  it.       The  law,  therefore,  has 
made  an  effort  to  bind  down  the  manage- 
ment as  to  expenses,  etc. ,  practically  leaving 
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nothing  for  the  directors  to  govern,  in  the 
same  way  that  the  shareholders  of  an  office 
with  a  co-operative  constitution  are  bound 
down.  This  is  an  attempt  to  give  so-called 
mutual  policy-holders  the  protection  which 
co-operative  policy-holders  possess.  But, 
unfortunately  for  the  mutual  policy-holders, 
there  is  one  difference — one  inherent  defect 
in  the  mutual  system — which  cannot  te  thus 
bridged  over,  the  managemenc  in  the  mutual 
office  has  put  up  no  capital.  You  may  fix 
penalties  for  exceeding  the  stipulated  ex- 
pense rate,  etc.,  but  it  is  the  policy-holders 
who  have  to  bear  the  burden  of  the  misman- 
agement. In  the  case  of  a  co-operative  office, 
however,  if  the  management  fail  to  carry 
out  the  company's  guarantee  the  share- 
holders— not  the  policy-holders — have  to 
make  good  the  loss.  Moreover,  while  the 
United  States  of  America  legislation  may 
prevent  very  bad  management,  it  offers  no 
incentive  to  very  good  management.  It  holds 
out  penalties,  but  it  offers  no  rewards,  and 
penalties  are  ineffective,  as  it  is  the  policy- 
holders who  must  pay  them  in  the  long  run, 
for  as  the  managers  are  despots,  and  not  in- 
terested in  the  profits,  to  merely  limit  the  ex- 
pense rate  would  be  almost  certain  to  result 
either  in  dishonest  management  or  in  the 
setting  up  of  an  honest,  but  mediocre,  man- 
agement, and  either  way  profits  will  suffer. 
The  co-operative  system  is  the  onl\-  satis- 
factory way  of  insuring  verv  good  manage- 
ment. The  co-operative  office  has  some- 
thing more  and  something  better  than  a  safe- 
guard for  preventing  bad  management.  It 
has  that  safeguard,  and,  in  addition,  it  is 
founded  on  a  system  under  which  induce- 
ments are  held  out  to  make  the  management 
very  good.  Taking  the  case  of  The 
Mutual  Life  and  Citizens'  Office — for  every 
£4  which  it  can  save  for  the  policy-holders 
it  is  entitled  to  a  reward  of  j£i  for  its  own 
efforts. 

Experience  has  demonstrated  that  80  per  cent, 
of  the  profits  of  The  Mutual  Life  and  Citi- 
zens' Office — a  co-operative  company- — is 
greater  than  100  per  cent,  of  the  profits  of 
mutual  companies,  that  its  reserves  are 
greater,  the  character  of  its  investments 
better,  and  the  net  cost  of  insurance  less  to 
the  policy-holders. 

It  is  true  that  in  the  co-operative  office  the  policy- 
holders have  no  vote,  but  this  is  of  no  con- 
sequence, as  the  right  to  vote  is,  as  we  have 
already  shewn,  valueless  in  a  mutual  office. 
The  co-operative  office  places  real  power  in 
the  hands  of  policy-holders  bv  contracting 
with  them  that  the  expenses  shall  not  exceed 
a  fixed  rate.  With  that  guarantee  in  force 
it  would  obviously  be  absurd,  and  it  is  also 
unnecessary,  for  anyone  but  the  shareholders 
to  undertake  the  management.  A  man, 
after  contracting  to  build  a  house  for  a  cer- 
tain sum  on  specified  lines,  would  not  allow 
the  owner  to  say  whom  he  should  employ,  or 
to  decide  that  there  should  be  more  rooms 
than  agreed  upon. 

Yet,  if  there  is  any  virtue  in  the  policy-holders 
having  so-called  representation  in  the  con- 
duct of  the  business,  The  Mutual  Life  and 
Citizens'  Office  provides  that  the  policy- 
holders shall  enjoy  it  under  its  amalgama- 
tion agreements.  Trustees,  elected  by  the 
policy-holders,  have  access  to  all  books  and 
papers  j  they  ajjpoint  their  own  auditor,  and 


report  each  year  to  the  policy-holiiers  as  to 
the  value  of  the  assets  and  as  to  whether  the 
method  of  distributing  ti.e  profits  is  equit; 
able  or  not.  While  this  does  not  take  from 
the  management  the  conduct  of  the  business 
— a  conduct  which  it  would  be  absolutely 
impracticable  to  hand  over,  in  \iew  of  the 
management's  definite  contract  to  do  a  cer- 
tain thing  at  a  certain  maximum  price — -it 
affords  to  the  policy-holders  all  the  prac- 
tical protection  which  mutual  jjclicy-holders 
pos.sess.  And  they  have  in  addition  all 
the  other  safeguards  which  belong  exclu- 
sively to  the  co-operative  system. 

Recent  amalgamations  in  England  and  Aus- 
tralia have  demonstrated  the  appreciation 
of  policy-holders  for  a  definite  contract  such 
as  is  given  by  a  co-operative  office,  and 
which  from  its  very  nature  a  mi'tual  office 
cannot  give. 

Finally,  the  co-operative  constitution  makes  for 
security.  In  a  mutual  office  a  member's 
interest  ceases  when  his  policy  expires;  in 
a  co-operative  office  the  interest  of  those  in 
control  (the  shareholders)  is  a  continuing 
one.  Hence  there  is  never  the  conflict  of 
interest  in  a  co-operative  office  which  exists 
in  a  mutual  one.  For  it  is  clear  that  in  a 
mutual  office  the  policy-holder  whose  poli- 
cies mature  within,  say,  the  next  five  years 
can  have  very  little  sympathy  in  putting  by 
profits  to  strengthen  the  institution  when 
from  such  a  strengthening  he  can  derive  no 
advantage.  The  old  members  are  inter- 
ested in  getting  big  immediate  profits,  while 
young  members  can  afford  to  wait,  since 
such  waiting  affects  the  profits  of  aged  mem- 
bers only.  Having  a  permanent  interest  in 
the  business,  the  management  of  the  co- 
operative office  has  a  perjjetual  incentive  to 
do  absolutely  the  right  thing,  and  to  hold 
the  balance  equitably  between  the  various 
conflicting  interests  of  the  policy-holders. 

Moreover,  the  manager  and  directors  of  the 
mutual  office  have  at  the  very  most  a  life 
interest  in  the  business.  Even  the  amount 
of  provision  which  they  can  make  through  it 
for  their  families  is  reduced  to  narrow 
limits;  they  are  thus  forced  to  invest  their 
savings  outside  the  life  office,  and  conse- 
quently much  of  their  interest  and  ability 
is  expended  apart  from  the  life  business. 
In  a  co-operative  office,  en  the  other  hand, 
it  is  possible  for  those  who  administer  its 
affairs  to  make  all  their  provisions  in  and 
through  it,  and  accordingly  give  to  it  the 
whole  of  their  interest  and  ability.  In 
the  M.L.C.  the  managers  and  secretary  have 
put  their  savings  into  the  M.L.C. 's  shares, 
and  officials  and  members  of  the  staff  are 
keen  buyers  of  shares.  They  buy  when- 
ever the  opportunity  occurs.  In  the  Pru 
dential  of  England  and  the  Refuge  it  is  also 
well  known  that  the  same  conditions  pre- 
vail. 

Shareholders  exercise  a  more  efficient  control. 
They  are  much  more  closely  centred  in  one 
locality ;  are  not  nearly  so  numerous  as 
policy-holders  (though  usually  they  are 
policy-holders  as  well) ;  their  names  and  ad- 
dresses are  registered ;  they  have  invested 
capital  in  the  undertaking,  and  their  state 
is  permanent.  Directors,  therefore,  in  a 
co-operative  office  are  more  amenable  to  con 
trol  than  in  a  mutual  office. 
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It  is  safe  to  say  that  our  policy-holders  would 
not  permit  the  shareholders  to  withdraw 
from  the  control  of  the  business.  The  re- 
sults of  mutual  offices  are  not  sufficiently 
good  to  tempt  them  into  any  such  error. 

A  co-operative  office  does  not  need  a  large 
capital.  The  function  of  the  capital  is  not 
so  much  to  guarantee  the  policy,  but  to  guar- 
antee the  undertaking  of  the  shareholders 
that  the  expense  rate  will  be  within  the 
agreed  upon  limit.  The  assurance  fund 
will  provide  for  pofic)-  claims. 

In  the  event  of  the  shareholders  failing  to 
manage  the  business  on  the  lines  agreed  upon 
with  the  policy-holders  their  capital  would 
be  forfeited,  and  the  policy-holders  would 
no  doubt  then  have  the  option  of  taking  over 
the  business  and  managing  it  on  mutual 
lines.  This  is  the  worst  that  could  happen 
to  them. 

10.  In  my  opinion  a  purely  mutual  company  is  in 

every  way  superior  to  a  proprietar)-  con- 
cern, and  I  think  that  this  fact  is  generally 
conceded.  In  a  purely  mutual  company  all 
profits  belong  to  the  policy-holders  who 
control  the  company,  inasmuch  as  they  have 
the  right  to  choose  from  their  own  number 
a  board  of  trustees,  by  whom  the  company 
is  directly  managed.  Generally  speaking, 
a  stock  company  is  owned  and  controlled  by 
a  limited  number  of  shareholders,  who  re- 
ceive a  portion  of  the  profits  of  the  business. 
Shares  in  such  a  company  may  be  sold  or 
transferred  at  the  will  of  the  holder,  and 
the  control  of  the  company  be  changed  ac- 
cordingly. T  am  of  the  opinion  that  it  is 
a  bad  principle  which  allows  a  stock-holder 
to  intervene  between  the  policy-holders  and 
the  profits  which  the  premium  fund  has 
created. 

11.  In  mutual  companies  the  policy-holder  gets  in- 

surance at  actual  cost  price,  as  any  pre- 
miums he  may  pay  in  excess  of  cost  are  re- 
turned to  him  in  the  form  of  bonuses. 
In  proprietary  and  mixed  companies  the  policy- 
holder has  a  security  for  the  performance 
by  the  company  of  its  contract,  the  share- 
holders' capital,  in  addition  to  the  assurance 
fund.  Generally  the  amount  of  share- 
holders' capital  is  insignificant  compared 
with  the  amount  of  assurance  contracts  it 
protects,  but  it  is  doubtful  if  in  anv  case 
such  capital  is  of  any  value  to  the  policy- 
holder, as  from  the  nature  of  the  business, 
once  it  is  established,  the  assurance  fund 
provides  all  the  capital  required.  In  con- 
sideration of  the  security  which  the  share- 
holders' capital  is  supposed  to  provide,  the 
policy-holders  pay  a  portion  of  the  bonuses 
which  they  would  otherwise  receive ;  this,  ac- 
cording to  mv  view,  is  a  loss  to  the  policy- 
holders. 

12.  As  there   are   no  dividends  to  shareholders,    a 

mutual  companv  ought  to,  and  does,  give 
better  returns  when  properly  managed.  In 
a  mixed  or  proprietary  company  the  in- 
terests of  the  policy-holders  are  not  always 
those  of  the  shareholders. 

13.  All  things  being    equal,  the    advantage    is    in 

favour  of  the  proprietary  cnmpnnv,  for  the 
policy-holders'  interests  are  additionally 
covered  bv  the  shareholders'  subscribed 
capital.  Mutual  companies,  as  regards  man- 
agement, are  mutual  only  in  name.  Man- 
agement, as  a  rule,  is  superior  in  proprietary 
companies. 


14.  I  think  there  is  little  to  choose  between  them. 
It  is  simply  a  question  of  management,  and 
it  could  no  doubt  be  proved  that  the  best 
managed  proprietary  offices  show  results  as 
superior  to  the  average  mutual  office  as  the 
best  managed  mutual  office  shows  to  the 
average  proprietary  office. 

r5.  Both  equally  good.  Depending  mainly  upon 
the  efficiency  of  the  management  and  the 
fersonnel  of  the  board  of  directors. 

16.  A  mutual  company  is  a  co-operative  institution 
whose  sole  object  is  the  benefit  of  the  people 
assured.  A  proprietary  company  is  a  pri- 
vate speculation,  and  the  object  is  to  make 
money  for  the  proprietary  and  out  of  the 
assurers. 

It  cannot  be  shown  that  the  proprietary  system 
has  a  single  redeeming  feature. 
I  6a.  The  contract  of  Life  Insurance  being  a  long- 
dated one  (often  for  the  whole  duration  of 
life),  the  position  of  its  policy-holders  is 
different  from  that  of  the  constituent  parts 
of  any  other  business  institution,  such  as  a 
bank  or  an  ordinary  trading  company.  Since 
the  policy-holders  are  committed  to  the  in- 
stitution for  the  whole  or  a  considerable 
part  of  their  lifetime,  the  community  ought 
to  approximate  in  its  government  to  that 
form  which  is  most  suitable  to  the  genius 
of  the  nation.  Experience  shows  that  a 
proprietary  form  of  government,  even  though 
benevolent  at  first,  will  ultimately  fall  into 
the  hands  of  an  evilly-disposed  govern- 
ment, and  that  the  only  remedy  for  this  is 
for  the  members  of  the  community  to  pos- 
sess the  power  to  eject  the  controlling  in- 
terest if  it  Iiecomes  decadent.  Even  if  not 
freely  exercised,  the  mere  existence  of  such 
a  power  has  a  salutary  influence. 


Section  III. — Nature  of  Business. 
Question  5. 

What  is  the  nature  of  the  business  transacteS'  by 

your  Company — 
(i.)  Ordinary  Life  Assurance; 
(2.)  Industrial  Life  Assurance; 
(3.)  Combined    Ordinary    and    Industrial    Life 

As.surance ; 
(4.)  Assessment  Assurances; 
(5.)  Anv    other    business    conducted    by    yoin 

Company? 

Replies. 

1.  Ordinary  Life  Assurance. 

Annuities — also  Fire,  Marine,  Guarantee,  and 
Accident. 

2.  Ordinary  and  Industrial  Life  Assurance.     Up 

to  31st  December,  1908,  some  Industrial 
Accident  business  was  transacted,  but 
this  has  since  been  disposed  of  to  an- 
other Company. 

3.  (i).  Ordinary  Life  Assurance. 
(2).   Industrial  Life  Assurance. 

4.  (i.)  Ordinary   Life  Assurance. 

(5.)  Accident  and  Invaliditv  Assurance  com- 
bined with  Ordinarv  Life  Assurance 
Policies. 

5.  ('t.')  Ordinary;  (2) — (5),  nil. 

6.  (i.)  Yes. 
(2.)  No. 
(?,.)  No.' 
(4-)  No. 


60 


(5-)  Accident  Insurance  and  Invalidity  Bene- 
fits are  combined  with  Life  Assurance 
policies  in  the  case  of  many  policy  con- 
tracts issued  during  the  last  fifteen 
months.  The  Accident  and  Invalidity 
portion  of  the  business,  however,  is  re- 
insured under  a  special  contract  with  a 
Company  making  a  specialty  of  that 
particular  class  of  business. 

7.  (i.)  Whole  life  only. 

(4.)  Yes,  on  the  assessment  principle. 
(5-)  No. 

8.  (i.)  Yes. 

(2.)  Do  not  think  so. 
(5.)  Fire  and  Accidents. 

9.  Ordinary  and   Industrial   Life  Assurance. 

10.  Ordinary  Life  Assurance  and  Annuities. 

11.  Ordinary  Life  Assurance. 

12.  (i.)  Yes. 
(2.)  None. 
(3.)  None. 
(4.)  None. 
(5.)  Annuities. 

13.  Ordinary'    Life  Assurance. 

Industrial  Life  Assurance  and  Medicnl  Aid 
(Industrial  Branch). 

14.  (i.)  From   ist  Januarv,    1909. 
(2.)  Yes. 

(3.)  After  1st  Jajiuary,   1909. 

(4.)  No. 

(5.)  The  Company  has  a,  sickness  branch,  and 
which  no  new  business  has  been  written 
for  some  years.     It  is  being  worked  out. 

15.  (i.)  Ordinary  Life  Assurance. 
(2.)  Industrial   Life  Assurance. 

(5.)  Combined  Life  Assurance,  Sickness,  and 
Accident  Benefits  (Sickness  and  acci- 
dent Benefits  wholly  reassured). 

16.  The  Society  transacts  Ordinary  and  Industrial 

Life  Assurance  and   individual   Accident 
Assurance  of  an   Industrial  character. 
i6a.  Ordinary     and     Industrial     Life    Assurance ; 
Accident  Insurance  chiefly  on  the  Indus- 
trial plan. 

17.  See  answer  to  question  \c. 
(i.)  Ordinary    Lffe   Assurance. 
(5.)  No. 


Question  6. 


What  is  the  ratio  for  each  of  the  past  five  vears 
of  the  cost  of  collection  and  expenses 
of  management  to  the  premium  income 
of  your  Company   in   respect  of — 

(r.)  Ordinary  business; 

(z.)  Industrial  business? 

Reflies. 

1.  (i.)  About  30   per  cent. 
(2.)  No   Industrial   business. 

1903.  1904.         1903.         190C.  1907. 

2.  Ordinary 

business      ...  47.9     41.6     39.7     ^^^.i,     36.(1 
Industrial 

business       ...  94.7     90.1     79.5     71.8     64.5 

3.  (i.)  Ordinary  business,   1903,   13.56  percent.; 

1904,  13-58  per  cent.  ;  1905,  13.64  per 
cent.  ;  1906,  13.81  per  cent.  :  1907. 
13.89  per  cent. 


(2.)  The  Industrial  Department  has  only  been 
in  existence  for  four  years,  'and  the  ac- 
counts for  the  last  of  these  have  not  yet 
been  made  up.  The  ratios  to  premiums 
collected  were :  — 


Kxi  tenses  of 

.Maiia'.;enient. 

Fer  tein. 


Agents' 
Salaries. 
Per  cent. 


ColleetJDif 

(.'onimission. 

Pit  Cfiit. 


1905  •••  174  ••■  107  ...  — 

1906  ...  57  ...  25  ...  — 

i9°7  •••         35       •••         15       ••■       13 

For  the  years  1905  and  1906  the  collecting  com- 
mission was  not  kept  separate  from  the 
New  Business  commission.  Since  it  is  so 
small  relatively,  no  harm  will  be  done  if 
it  is  assumed  to  have  been  13  per  cent., 
and  the  total  ratios  are  quoted  as — 

Ratio  of  cost  of  collections  and 
Year.  irxpeiis"j*  of  manat'ement  to 


preuiiimi  income. 
Por  cent. 


1905 
1906 

1907 
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If  Commission  otv  the  New  Business  and  Taxes 
are  included   the  ratios  are: — 


4-  (i)- 


1905 
1906 
1907 

I — - 

Year. 
1904 

1905 
1906 
1907 
1908 


Ratio  of  expenses  to 

Premium  Income. 

Per  cent. 

...       311 

127 

...  89 

Per  cent 

.    28.80 

28.99 
29.28 
29.10 

•    27.77 


(i)  The  ratio,  for  the  five  years  ended  31st 
December,  1907,  of  the  cost  of  collec- 
tion of  premiums  and  expenses  of 
management  of  whatever  character  to 
the  total  premium  inrome  has  been  as 
follows:  — 

Year. 

1903 

1904 

1905 

1906 

1907 

(2)  None. 

(i)  As  our  latest  publications  have  not  yet 
reached  me  from  Canada,  I  cannot  answer 
this,  but  I  think  the  average  is  12  per 
cent. 

(1)  and  (2)  Expense  Raits  to  Premium  Income. 


Per  cent. 
26.7 
28.1 
29.2 
29.9 
29.2 


Year. 

Ordinary  Brancli. 
Per  c.'ht. 

Inilustrl 
Kxcluding 

taxes. 
I'.-r  cent 

\\  Branch. 

Including: 

Per  cent. 

1903 

1904 

16.0 
...       15.9       ... 

55-5 
46.9 

..    57.0 
..    48.5 

1905 
1906 

...       15.9       ... 
...       15.4       ... 

44.0 
38.6 

••     45-7 
..     40.7 

1907 

10. 0 

41.7 

..     43.6 

(i)  1904,  14.8  per  cent. ;  1905,  15. i  per  cent.  ; 
1906,  14.4  per  cent. ;  1907,  13.6  per 
cent. ;   1908,   12.9  per  cent. 

(i)  The  ratio  to  total  premiums  is  as  follows  :■ — 

Year.  Per  cent. 

1904  ...  ...  ...        10.5 


1905 
1906 
1907 
1908 


9-7 

8.5 
7-3 

7.2 
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In  the  cost  of  collection  and  expenses  of 
management  we  have  not  included  com- 
missions, taxes,  or  real  estate  expenses. 
13.  (i)  and  (2)  Separate  accounts  not  being  kept, 
the  information  can  only  be  given  as  ap- 
plying to  both  branches. 


Year  eoded 
3l8t  Aug, 

1904 

1905 

1906 

1907 

1908 


PreiiiiuTi  Inci'iiift 
(bolh  branches). 


EziieiiSL'.^. 


Ratio. 
Per  cent. 


.;£i3,oo6  ...£6,452  ...  49.60 

•    13.476  •••    6,843  ■••  50-77 

.     14,176  ...     6,821  ...  48.11 

■    15.348  ..-    7.162  ...  46.66 

-    17,118  ...    7,855  ...  45.88 


14.  (2)  1904,  29.17  per  cent.;  1905,  30.25  per 
cent. ;  1906,  28.9  per  cent. ;  1907,  28.3 
per  cent. 
I  am  not  quite  clear  whether  it  is  intended 
that  New  Business  charges  should  be  in- 
cluded. We  show  our  expenses  separately 
imder  New  Business  charges,  cost  of  col- 
lection, and  expenses  of  manageme:;t. 
The  addition  to  be  made  if  New  Business 
charges  are  to  be  taien  will  be:  — 


190». 
Per  cent. 


1905. 
Per  («nt. 


1006. 
Per  cent. 


1907. 
Per  cent. 


22.9   ...   22.5   ...   30.0   ...   29.4 

The  present  Company  commenced  business 
in   1904. 


I9fi3-4- 
Per  cent. 


liW-.l. 
Per  cent. 


l«l.54(. 
Per  cent. 


190B-7.  1907-S. 

Percent.      Percent. 


15.    (1)    51.8     ...     57.3     ...     58.6     ...     71.5     .. 
(2)    64.8     ...     73.4     ...     60.5     ...     60.3     .. 

16.  r  Collection — i   per  cent.,    i.i   per  cent., 
/  H  )  cent.,   1.2  per  cent.,   i   per  cent. 

I  Management — 11. 6  per  cent.,    10.2  per  cent., 
'10  per  cent.,  o  oer  cent..  S.t  oer  cent. 


85-2 

73-7 

I  per 
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I  ivianagement — 11. 0  per  cent.,    10.2  per  cent 
'10  per  cent.,  9  per  cent.,  8.3  per  cent. 

'  Collection — 14.7  per  cent.,  13.4  per  cent.,  8.9 
I  per  cent.,   9.2  per  cent.,   11. 2  per  cent. 

Management — 10. i    per   cent.,    8.9   per   cent., 
I  8.5  per  cent.,    8.5    per    cent.,    8.5    [>ei 


These  headings  do  not  constitute  the  whole  of  the 

expenditure. 
t6a.  /  Collection — i  per  cent.,   i.i  per  cent.,   i  per 
n\  )         Oent.,  1.2  per  cent.,  i  per  cent. 

1  Management — 11. 6  per  cent.,   10.2  per  cent., 
o  per  cent.,  9  per  cent.,  8.3  per  cent. 
Collection — 14.7    per   cent.,    13.4    per   cent., 
8.9  per  cent.,   9.2   per  cent.,     11. 2    per 
cent. 
Management — 10. i   per  cent.,  8.9   per  cent., 
I         8.5   per   cent,    8.5    per    cent.,    8.5     per 
^         cent. 

Not  including  "taxes"  or  money  spent  in  buy- 
ing  "fresh   business." 
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Question  7. 

(a)  Do  you  consider  that,  generally,  the  collection 

charges  and  expenses  of  management  in 
connexion  with  Industrial  Assurance  are 
in  excess  of  what  they  should  be? 

(b)  If  so,  in  what  way  can  they  be  reduced? 

Replies. 

1.  I  have  no  experience  of  Industrial  Assurance. 

2.  (a)  Generally,  no.      The    very    nature    of    the 

business  with  its  sma.ll  premiums  X)l- 
lected  weekly  at  the  homes  of  the  as- 
sured must  always  make  it  expensive  to 
work. 
(b)  The  expense  ratio  is  naturally  heavier  in 
a  companv  with  a  comparatively  small 
premiiun  income  than  with  a  Companv 
which  has  a  large  premium  revenue.     It 


is  the  extension  of  business  that  sends 
up  the  expense  ratio,  but  as  new  business 
becomes  stable  the  premium  revenue  will 
increase  and  Ijie  ratio  of  expenses 
decrease. 

3.  (a)  Generally,   no,   but  in   this  Society  at  pre- 

sent, yes. 
(b)  In  this  Society  the  ratio,  expenses  of 
management  to  premiums  collected,  is 
being  rapidly  reduced,  and  will  continue 
to  be  reduced.  The  same  applies  to 
agents'  salaries,  which  will  be  redticed 
to  an  insignificant  percentage,  or  wiped 
out  altogether.  Collecting  commission 
cannot  be  materially  reduced  while  the 
attitude  of  the  public  towards  Indus- 
trial Assurance  remains  as  at  present. 
The  means  to  be  employed  are — 

1.  Simplicity  of  administration.      Have 

only  as  many  forms,  books,  re- 
cords, and  returns  as  are  abso- 
lutely necessary  to  safeguard  the 
interests  of  those  concerned. 
Eliminate  the  unessential. 

2.  Have     a     carefully     selected     .ind 

hiejily  trained  staff  of  clerks  and 
agents,  so  that  the  most  expen- 
sive portions  of  the  work,  i.e., 
supervision  and  correction  of 
errors,  may  be  reduced  to  a  mini- 
mum. 

3.  Win    the    public    confidence.        if 

this  can  be  done  the  agents  will 
not  have  to  waste  valuable  time 
re-canvassing  cases  to  prevent 
lapses, 

4.  (a)  I    am.   not   associated    with   that   particular 

class  of  business,  and  I  am  therefore  not 
in  a  position  to  express  a  definite  opinion 
on  the  point, 
(b)  Ditto. 

5.  (a)  Cannot  say. 

6.  (a)  I  have  had  no  practical  experience  in  con- 

nexion   with    Industrial    Life   Assurance, 
and    would    prefer    not    to    express    an 
opinion, 
(b)  For  the  reason  just  stated  I  prefer  not  to 
express  an  opinion. 

7.  (a)  Yes, 

{b)  By  some  complete  system  of  receiving 
boxes  or  pillars,  into  which  policy- 
holders can  place  their  payments, 

9,  (a)  The  question  may  best  be  considered  from 
the  point  of  view  of  the  difference  be- 
tween Ordinary  alnd'  Industrial  Assur- 
ance, 
Ordinary  offices  do  not  employ  agents  to 
collect  the  premiums  at  the  homes  of  the 
policy-holders.  The  Industrial  offices 
must  do  this.  In  fact.  Industrial  As- 
surance really  means  assurance  for  small 
amounts  collected  every  week  at  the 
houses  of  the  assured.  Agents  must  be 
paid  for  this  work,  and  a  commission  of 
15  jjer  cent,  of  the  premiums  collected  is 
the  minimum  rate  for  which  experience 
shows  this  work  can  be  done.  The.se 
agents  must  be  supervised,  and  if  we 
place  this  together  with  the  additional 
clerical  labour,  printing,  &c.,  involved 
at  10  per  cent,,  we  have  a  total  of  25 
per  cent  as  the  additional  charge,  over 
and  above  what  an  ordinary  office  would 
have  to  meet.  Deduct  this  from  the  ex- 
pense rate  of  the  best  Industrial  offices, 


62 


and  the  result  will  compare  must  favor- 
ably with  the  expense  rates  of  most  Aus- 
tralian Ordinary  offices.  An  Industrial 
Assurance  rati  of  50  per  cent,  is  at  least 
as  economical  as  an  Ordinary  one  of  25 
per  cent. 

Expense  rates  in  the  M.L.C.  compare 
favorably  with  those  of  offices  in  other 
parts  of  the  world.  In  other  parts 
of  the  world  there  are  offices  in  which 
the  assured  pays  part  of  the  expense  in 
addition  to  his  premium.  Comparison 
with  these  offices  would  be  impracticable. 
(b)  Agents'  charges  for  commission  aie  not 
likely  to  be  reduced.  I  think  they  are 
at  a  minimum  now,  but  no  doubt  the  ex- 
pense ratios  of  this  office  will  show  some 
reduction,  but  there  is  not  much  scope- 
considering  the  task  to  be  performed. 

No  voluntary  system  has  ever  yet  been,  or 
ever  will  be,  devised  that  will  insure  the 
industrial  classes  without  the  machmery 
of  an  Industrial  office.  Competition  will 
insure  that  any  improved  means  will  have 
adequate  opportunities. 

10.  (a)  As   the   Company    which   I    represent    con- 

fines itself  to  Ordinary  Life  Assurance, 
I  have  had  no  actual  experience  in  re- 
gard to  Industrial  Assurance,  and  for 
this  reason  I  would  prefer  not  to  give 
an  expression  of  opinion. 
(b)  See  reply  to  previous  question. 

11.  (a)  1   am  unable  to  form  an  opinion. 

12.  (a)  We  are  not  entirely  familiar  with  the  present 

method  of  conducting  an  industrial  busi- 
ness   in   Australia,    and   therefore  prefer 
not  to  give  an  opinion. 
(b)  See  above. 

13.  (a)  The  expense  ratio  must  necessarily   largely 

depend  upon  the  extent  to  which  new 
business  is  being  pushed. 
Generall}  speaking,  the  expense  ratio  of 
Australia  compares  well  with  England 
and  America. 
(b)  In  the  case  of  the  "  Prudential  "  every 
economy  is  practised,  and  we  are  not 
able  to  suggest  anything  beyond. 

14.  (a)  Yes. 

{b)  1  consider  that  expenses  are,  to  a  marked 
degree,  increased  by  frequent  lapsing 
and  re-entering.  Much  of  the  lapsing 
is  caused  by  the  misrepresentation  of 
opposition  agents,  and  I  should  welcome 
an  Act  (similar  to  that  passed  by 
American  States)  rendering  an  ageni 
who  made  a  habit  of  "  twisting  "  busi- 
ness by  this  meaias  subject  to  severe 
penalties. 

15.  (a)  No. 

16.  (a)  I   do  not.      To  arrive  at  whether  the  ex- 

penses of  an  Insurance  Office,  either  Or- 
dinary or  Industrial,  are  excessive  or 
not,  it  is  necessary  to  take  into  considera- 
tion the  amount  of  new  business  trans- 
acted. No  criticism  of  expenses  is  of 
an\  use  unless  some  distinction  is  made 
between  the  cost  of  procuring  new  busi 
ness  and  the  expenditure  on  conducting 
the  old.  To  merely  set  the  gross  expen- 
diture against  the  gross  receipts,  and 
judge  an  office  on  the  result  rs  mislead- 
ing in  the  extreme. 
Comparisons  of  expenses  of  business,  as 
now  made,  are  aJl  more  or  less  mislead- 
ing. They  are  generally  intended  for 
advertising  purposes  made  up  to  suit  an 
office  publishing  them.     For  instance,   a. 


ratio  often  adopted  of  total  expenditure 
to  total  income,  or  even  to  premium  in- 
come, does  not  necessarily  decide  any- 
thing. It  is  all  in  favour  of  an  office 
having  a  large  renewal  income.  Such 
an  office  might  be  almost  moribund,  and 
even  extravagantly  managed,  and  \H 
show  an  exceedingly  favorable  expense 
rate  against  a  better  and  more  economi- 
cally managed  office  doing  a  large  new 
business.  Briefly,  that  system  might 
show  the  most  extravagant  office  as  hav- 
ing the  lowest  expense  rate. 

No  comparison  of  expense  rates  is  con- 
vincing in  any  degree  unless  it  takes 
note  of  new  business.  To  arrive  at  the 
true  expense  rates  of  an  Ordinary  busi- 
ness I  should  say  that  7^  per  cent  of  all 
the  premium  income  might  be  allowed 
as  the  cost  of  conducting  old  business. 
The  balance  of  expenditure  is  the  cost 
of  the  new.  For  Industrial  business  1 
would  allow  171^  per  cent,  for  the  con- 
duct of  old  business,  the  balance  being 
the  cost  of  the  new,  or  for  Ordinary 
business  it  might  be  put  another  way. 
Allow  100  per  cent,  of  the  first  year's 
premium  as  a  fair  cost  for  procuring 
the  new  business,  the  remaining  expen- 
diture is  the  cost  of  conducting  the  office. 
(See  Bourne's  system.) 

i6a.  (a)  No,  they  are  less  than  the  corresponding 
charges  in  Fire  Insurance  Companies 
patronized  by  all  classes  of  the  public, 
including  professional  and  business  men 
of   the   highest   mental    acumen. 

(b)  The  apparent  exf)ense  of  procuring  In- 
dustrial new  business  is  abnormally  in- 
flated for  the  following  reason. — 

When  an  agent  obtains  a  new  client 
he  collects  the  first  week's  pre- 
mium, say  6d.  It  would  be  no 
satisfactory  remuneration  to  pay 
him  even  the  whole  of  what  he 
has  collected.  His  commission 
necessarily  exceeds  the  amount  he 
has  collected,  and  in  this  case  it 
is  6s.  If  he  fails  to  collect  this 
amount  he  is  liable  to  refund  the 
excess  of  what  he  has  received 
over  and  above  the  amount  he 
has  collected.  When  he  cannot 
collect  the  second  week's  pre- 
mium in  the  example  cited  he  has 
5$.  6d.  to  refund,  but  rather  than 
refmid  this  in  one  lump  sum  he 
pays  to  the  Societv  each  week  the 
premium  as  if  it  emanated  from 
the  policy-holder  (and  the 
Society  cannot  tell  whether  it  did 
or  not)  until  he  has  covered  the 
period  when  a  refund  is  neces- 
sary. It  follows  that  a  great  deal 
of  money  is  paid  to  the  Society 
by  agents  as  premiums,  and  ip- 
pears  on  one  side  of  the  Society's 
accounts  as  such,  while  being 
charged  on  the  other  side  of 
the  accounts  as  commission.  It  if 
clear  also  that  it  is  possible  foi 
agents  who  have  canvassed  likely 
insurers,  but  cannot  collect  any 
premiums  from  them,  to  take  pro- 
posals, and  pay  the  premiums 
themselves  in  the  hopes  that  they 
may  collect  these  premiums  from 
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the  public  later  on.  From  this 
cause  arise  two  very  large  classes 
of  nominal  new  business  to  an  In- 
dustrial company,  viz.  :  — 

1.  Business   from   fickle  per- 

sons who  make  a  pro- 
posal and  change  their 
mind,  sacrificing  a  few 
pence  in  the  shape  of  a 
week's  premium,  but 
leading  the  agent  to  con- 
tinue to  pay  further 
week's  premiums  out  of 
his  commission.  This  we 
might  call  "fickle" 
business. 

2.  Business     on     which     tlie 

public  has   paid   nothing 
at    all,    but    where    the 
agent    takes   a    proposal 
and  goes  on  in  the  hoiic 
that  they  will  pay.    'i'his 
might    be    called    "un- 
substantial "   business, 
inese  two  classes  combined  have  a  power- 
ful  influence  .on   the    apparent    cost    of 
new  business  in  Industrial  Companies.     I 
say  apparent,  because  the  collections  le- 
ceived  on  one  hand   are  merely  commis- 
sions paid  out  on  the  other.      They   re- 
present no  actual  cash  paid  by  the  pub- 
lic, but  they  creare  a  high  expense  rate 
out  of  what   are  really   not  expenses  <it 
all.     The  Companies  endeavour  to  con- 
trol the  unsubstantial  business,  but  have 
no   control   over   the   fickle.        The  true 
position   would   be  much  more  satisfac 
torily   placed  before   the  public    if    the 
Companies   were   authorized   to   wipe  off 
both  sides  of    their    accounts    (premiums 
on  the  one  side,  and  commissions  on  the 
other)  all  money  collected  from  policies 
that   lapse  before  paying  for,    say,    half 
a  year.     This  would  lead  to  a  truer  re- 
presentation of  the  lapse  rate  as  well  ns 
of  the  expense  rate. 


Question  8. 

{a)  Do  you  consider  that  the  benefits  which  the 
working  classes  receive  from  Industrial 
Assurance  are  sufficient  to  ju.stify  a  con- 
tinuation of  the  system? 

(b)  What  are  the  specific  reasons  for  your  opinion  ? 

Replies. 

1.  (a)  See  reply  to  7  (a), 
(b)  See  reply  to  7  (a). 

2.  (a)  Yes. 

(b)  The  working  classes — people  who  are  paid 
h\  the  day  or  bv  the  week — need  Life  As- 
surance as  much  if  not  more  than  people 
in  the  higher  walks  of  life.  But  money 
only  reaches  them  in  small  sums  and  there 
is  very  little  left,  after  the  household  ex- 
penses have  been  satisfied,  for  Life  As- 
surance or  any  other  method  of  saving. 
But  provision  can  be  made  for  the  Indus- 
trial Assurance  premium  for  which  the 
collector  calls  with  the  regularity  of  the 
tradesman  or  rent  collector.  The  greater 
portion  of  the  premiums  paid  for  Indus- 
trial Assurance  represents  money  that  if 
not  saved  in  this  wav  would  be  merged  in 
current  expenses. 


When  death  occurs,  the  principal — 
oftentimes  the  only — asset  is  the  Indus- 
trial policy,  the  amount  payable  there- 
under representing  all  that  exists  between 
the  widow  and  want.  The  educational 
aspect  of  Industrial  Assurance  cannot  be 
overlooked,  for  the  inculcation  of  thrifty 
habits  must  always  be  beneficial  to  the 
people  and  to  the  State. 

3.   {a)  Yes. 

{b)  In  the  event  of  death  a  sum  sufficient  to  pay 
funeral  expenses  is  immediately  available, 
the  most  pressing  necessities  are  relieved, 
the  self-respect  of  those  who  would  other- 
wise have  to  seek  charity  is  preserved. 
Even  where  the  policy  is  not  the  only 
asset,  the  advantage  of  ready  money  at  a 
time  when  credit  is  low  is  enormous,  as 
will  be  seen  from  a  consideration  of  the 
rates  charged  by  the  pawnbrokers  and 
money  lenders  to  whom  recourse  would 
otherwise  have  to  be  had. 
The  advantage  to  the  State  is  incalcul- 
■  able.  In  mendicancy  as  in  crime,  it  is 
the  first  step  that  costs;  and  the  money 
that  comes  to  their  relief  at  a  critical  time 
is  the  means  of  saving  many  who,  had 
they  been  driven  by  stress  of  circumstances 
to  seek  assistance  from  others,  would 
have  felt  no  shame  in  afterwards  doing  so. 
The  Endowment  assurances  have  been  the 
means  of  saving  money  for  people  who 
would  not  have  saved  in  any  other  way. 
The  policy-holders  contribute,  under  per- 
suasion, small  sums  which  they  would 
not  save  without  that  extraneous  influence, 
and  which  they  would  dissipate  at  the  first 
temptation  were  the  money  within  their 
reach.  They  receive  a  fair  equivalent  in 
the  shape  of  a  needed  (though  sometimes 
unappreciated)  temporary  assurance,  and 
an  endowment  which,  if  it  does  not  al- 
ways give  them  back  as  much  as  their 
contributions  amount  to,  usually  places 
them  in  a  better  position  than  they  would 
have  been  in  had  no  policy  been  effected. 

4    (a)  Yes. 

(b)  The  system  is  largely  made  use  of  by  those 
for  whom  it  is  intended,  and  it  therefore 
appears  to  suit  them. 

5.  (a)  Would  not  like  to  say  publicly. 

6.  (a)  Yes. 

(b)  It  has  been  proved  that  the  working  classes 
lequire  to  have  the  benefits  of  Life  As 
surance  pressed  home  upon  them  by  the 
personal  canvass  of  agents.  It  is  the 
business  of  the  latter  to  preach  the  gospel 
of  Life  Assurance,  bringing  home  to  the 
individual  assurer  the  desirability  of  his 
making  provision  for  the  benefit  of  his 
dependents  or  making  provision  for  his 
own  benefit  in  later  years.  Without  such 
personal  canvass  the  working  classes 
would  no  doubt  neglect  to  make  the  pro- 
visions referred  to.  The  method  of  In- 
dustrial Assurance  involves  the  collection, 
generallv  by  weekly  payments,  of  small 
sums  of  money  which  can  generally  be 
.spared,  and  without  the  call  of  the  col- 
lector the  policy-holder  would  not  trouble 
to  call  at  the  offioe  of  the  company  and 
pay  his  premium. 

7.  (a)  Yes.' 

(b)  Because  although  expensive,  it  is  certainly 
a  factor  in  causing  people  to  save. 
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8.  (a)  Yes. 

(b)  Industrial  system  has  brought  Life  Insur- 
ance within  the  reach  of  all,  and  cer- 
tainly encourages  thrift. 

9.  (a)  Yes. 

(b)  The  industrial  office  brings  the  benefits  of 
assurance  (both  ordinary  and  industrial) 
within  the  reach  of  a  class  who  would 
otherwise  remain  unassured.  Without  its 
aid  many  an  ordinary  policy  would  never 
be  effected ;  in  many  a  household  the  only 
protection  in  the  event  of  death  is  the  in- 
dustrial policy.  Industrial  Assurance 
adapts  its  methods  to  those  of  the  weekly 
wage  earner,  and  though  the  services  ren- 
dered by  an  industrial  office  over  and 
above  those  rendered  by  an  ordinary  office 
increases  the  cost,  it  is  better  they  should 
be  rendered  than  that  the  person  should 
remain  unassured. 

Industrial  Assurance  is  voluntary,  there  is 
no  compulsion.  Yet  the  offices  are  doing 
good  business  every  year,  and  the  ex- 
perience of  our  own  company  is  that 
policy-holders  assure  again  in  quite  90 
per  cent,  of  cases  where  their  contracts 
mature.  They  are  persistent  in  their  pay- 
ments. After  two  years  the  lapse  rate  is 
little  or  no  greater  than  in  ordinary  assur- 
ance. It  is  impossible  that  any  system 
could  prosper  so  long  and  be  so  much  in 
demand  unless  there  was  real  demand  for 
it.  In  the  United  Kingdom  alone  there 
are  25,500,000  industrial  policies  in  force 
assuring  over  ;^25o,ooo,ooo.  The  only 
opponents  of  the  scheme  are  those  who  do 
not  understand  it  and  offer  opinions  with- 
out making  full  inquiry.  Officials  of 
offices  confining  their  attention  to  Ordin- 
ary Life  Assurance  are  as  a  rule  incapable 
of  forming  a  sound  opinion  of  the  sub- 
ject. The  A.M. P.  Society,  after  50 
years'  experience  of  Ordinary  Assurance, 
has  admitted  that  an  Industrial  Branch  is 
a  necessity. 

The  great  demand  for  industrial  assur- 
ance, not  only  in  Australia,  but  in  the 
United  Kingdom,  United  States,  Canada, 
and  other  countries,  is  evinced  by  the 
amount  of  business  in  force  and  its  won- 
derful rate  of  growth.  The  following 
figures  will  illustrate  : — 


Year. 

l8yo 
1900 
igo6 


United  States. 

Population. 


United  Kingdom. 


STear. 

1887. 
1897. 
1907. 


1887. 
1897. 

1907. 


1887. 
1897. 
1907. 


No.  of  Policies. 

9,145,844  ■•■ 
15,860,654  ... 
25,544,045        ... 

Vtdted  States. 

2,296,001 
8,000,6^^6 
^8,563,713      ... 


Anioiint  of  Assurance. 

A- 

83.434.487 
152,075,807 
251,556,107 


£■ 
50,820,97s 
199,109,147 
506,061,067 


Canada. 

£■ 

io,oo6      ...  217,295 

77,042      ...  1,636,943 

411,255      ...  9,902,100 

As  Industrial  Assurance  flourishes  only 
in  urban  districts,  it  is  interesting  to  com- 
pare its  growth  with  that  of  the  popula- 
tion. 


Industrial  Poli-      Population.         Per       I'rlntnPopu-         I'er 
ciea  iu  force.  Cent.  lation.  Cent 

3,875,102  ...63,637,704...  6.t  ...26,941,156...  14.4 
"•2'S>53'  •■•  70,148.576  •••  147  .••36,620,178...  30.6 
17,841,396  ...  84,941,510  ...  21.0  ...  43,140,287  ...  41.3 

Canada. 

1891  ...     25,305...  4,833,239...  .5...  1,537,098...  1.6 

1901  ...    199,927...  5,371,315...  3.7...  2,021,799...  9.9 

igo6  ...    368,462...  6,000,000...  6.2...  2,430,000...  15.2 

(Estimated.)  (Estimated.) 

The  above  proves  that  there  is  a  great  and  grow- 
ing demand  for  Industrial  Assurance  in 
those  countries  where  it  has  been  most 
tried.  A  spurt  for  a  few  years  might  be 
looked  upon  as  spasmodic,  but  continuous 
growth  like  this  indicates  a  demand  for 
a  necessity. 

In  Au.stralia,  Industrial  business  was  started  in 
1884,  and  by  1906  had  reached  the  fol- 
lowing dimensions  : — 

Policies  in  force    ...  ...  346,283 

Amount  assured     ...  ...  j£7,30i,58i 

Annual  Premium  Income      ...      ;^389,4Si 

This  gives  about  72  policies  per  1,000  of  the 
population. 

Mr.  T.  Mackay,  in  a  book  entitled  "  The 
English  Poor,"  published  in  1889  : — 
"  The  terms  for  this  branch  of  the 
business  will  bear  comparison  with 
those  of  the  Ordinary  company, 
which  supplies  the  upper  and  middle 
classes.  With  a  fatuity  which  is 
almost  incredible,  well-meaning 
philanthropists  have  endeavoured  to 
disparage  the  work  of  these  societies, 
because,  forsooth,  they  adapt  them- 
selves to  the  necessity  of  the  case  and 
collect  the  premiums  weekly  by  house 

to  house  visitation 

"  Insurance  is  an  ingenious  invention, 
but  placed  in  the  hands  of  the  Post 
Office  it  remains  barren  ;  but  when 
manipulated  and  prepared  for  sale 
by  commercial  enterprise  it  supplies  a 
social  want  and  confers  incalculable 
benefits  on  mankind. 
"  It  is  not  too  much  to  say  that  the 
country  owes  a  great  debt  of  grati- 
tude to  these  institutions.  They 
have  kept  alive  during  a  very  dark 
period  of  working-class  history,  some 
small  interest  in  the  principles  of  in- 
surance, some  respect  for  this  valu- 
able expedient  of  survival  amid  the 
dangers  of  civilized  life." 

10.  (a)  and  (*)  See  reply  to  Question  7  {a). 

ir.  (a)  I  am  unable  to  form  an  opinion. 

12.  (a)  and  (lb)  See  No.  7. 

13.  (a)  Decidedly. 

(5)  It  has  taught  thousands  of  people  the  rudi- 
ments of  thrift.  It  has  given  them  a 
start  in  the  right  direction  to  self-improve- 
ment, and  to  greater  efforts  in  the  wav  of 
thrift  through  the  medium  of  ordinary 
branch  policies.  But  for  Industrial  In- 
surance there  would  be  hundreds  less  or- 
dinary branch  policies  in  force,  and  mil- 
lions of  pounds  less  to  the  credit  of  work- 
ing people.  It  is  a  help  in  time  of 
trouble,  and  an  educational  medium  in 
time  of  prosperity.  It  is  one  of  the  bless- 
ings of  the  age,  and  the  peculiar  and 
.special  possession  of  only  the  most  civi- 
lized countries  in  the  world.    It  goes  hand 
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in  hand  with  prosperity,  and  helps  to 
make  it  permanent.  It  is  the  consolation 
of  the  dying  poor,  and  the  relief  of  the 
sorrowing  sur\ivors.  Thousands  of  people 
would  save  nothing  if  they  were  not  called 
upon  regularly  everv  week. 

14.  (a)  Undoubtedly. 

(3)  Chiefly,  that  the  majority  of  persons  insured 
in  an  Industrial  Office  would  never  pay 
premiums  unless  they  were  collected  at  the 
door.  If  a  system  of  insurance  were  in- 
stituted by  which  a  larger  amount  was  in- 
sured for  the  same  premium  as  is  now 
charged  (and  no  agents  were  employed), 
many  of  the  working  classes  would  die 
uninsured. 

15.  (a)  Yes. 

(b)  The  popularity  and  success  of  the  system  in 
English-speaking  communities,  and  the 
undoubted  encouragement  given  to  thrift 
which  would  otherwise  not  be  practised. 
An  industrial  policy  frequently  provides 
the  means  for  funeral  expenses  that  would 
otherwise  become  a  claim  upon  the  public 
funds. 

16.  (a)  Yes. 

(d)  Almost  daily  instances  of   the    appreciation 
of  the  system  by  the  people  who  are  as- 
sured under  it. 
I  6a.   (a)  Yes. 

(b)  (i)  A  knowledge  of  the  hardships  entailed 
on  working  families  where  death  occurs 
without  any  provision.  Information  as  to 
the  high  (but  not  unjustifiably  high)  cost, 
and  the  onerous  (but  not  unnecessarily 
onerous)  conditions  of  funerals  on  time 
payment,  would,  I  think,  satisfy  any  per- 
son on  this  point. 

(2)  The  large  number  of  working  men  who  have 

been  enabled  to  start  in  business  for 
themselves  and  become  employers  out  of 
the  proceeds  of  maturing  Industrial  poli- 
cies. 

(3)  The  general  satisfaction  expressed  not  only 

by  those  who  are  claimants  on  the  society, 
but  also  by  those  who  are  policy-holders, 
expecting  some  day  to  have  to  make  a 
claim. 

(4)  The  excessive  cost  of  all  other  channels  for 

the  thrift  of  the  working-classes  in  com- 
parison with  this  channel.  For  example, 
the  Savings  Bank  requires  each  depositor 
to  send  his  or  her  money  to  the  bank. 
This  entails  a  separate  trip  for  each  de- 
posit, and  if  we  reckon  up  the  time,  cost, 
and  trouble  involved  we  shall  find  that 
they  are  almost  prohibitive.  In  the  first 
place,  there  is  the  time  to  make  the  trip 
to  the  bank  and  back.  In  many  cases 
there  are  tram  fares  to  be  paid.  In  most 
cases  the  trip  has  to  be  undertaken  by 
women  who  have  no  help  in  the  house. 
They  are  obliged  to  "  get  dressed  " 
specially  for  the.  purpose.  They  require 
to  make  arrangements  for  the  care  of  the 
children,  and  for  attention  to  the  calls  of 
their  tradespeople  during  their  absence. 
These  obstacles  are  fatal,  and  even  if 
they  were  overcome  involve  a  disproDor- 
tionate  amount  of  expense  and  trouble. 
In  Industrial  Assurance  the  public  pavs  a 
special  collector  to  make  short  journevs 
from  house  to  house  instead  of  each 
householder  making  a  long  journey  indi- 
yiduallv  to  the  bank  and  back.  It  is  in 
in  realitv  the  most  economical  system  for 
working-class  thrift  yet  devised. 
F  6332.  I 


(5)  The  enormous  success  of  the  Industrial  As- 

surance system,  especially  amongst  the 
most  virile  nations  of  the  world,  viz.,  the 
British,  the  American,  and  the  German, 
there  being  twenty-six  million  Industrial 
policies  in  force  at  the  present  time  in 
Great  Britain,  nineteen  millions  in  the 
United  States,  and  five  millions  in  Ger- 
many (in  addition  to  compulsory  Govern- 
ment insurances). 

(6)  The  extent  to  which  the  system  flourishes  in 

the  leading  business  nations  of  the  world. 
Great  Britain,  United  States,  and  Ger- 
many. This  proves  that  it  appeals  best 
to  those  peoples  of  the  world  that  have 
the  keenest  business  instincts. 


Question  9. 

Wiiat  do  you  consider  to  be  the  relative  merits  of 
Industrial  Assurance  Companies  and 
Friendly  Societies  as  institutions  or- 
ganised to  meet  the  requirements  of  the 
working  classes? 

Replies. 

1.  I  have  no  experience  of  either. 

2.  I  believe  that  if  inquiry  were  made,  it  would 

be  found  that  the  majority  of  industrial 
policy-holders  are  also  members  of 
Friendly  Societies.  It  therefore  appears 
that  both  institutions  fill  a  want  in  the 
lives  of  the  people. 

3.  The  working  classes  have  need  of  both  Indus- 

Irial  Assurance  Companies  and  Friendly 
Societies.  The  two  classes  of  institutions 
should  work  and  flourish  side  by  side. 
An  institution  in  w^hich  a  large  member- 
ship is  essential  to  success,  in  which  per- 
manence is  of  the  highest  importance,  or 
in  connexion  with  which  a  fund  is  to  be 
accumulated — especially  if  that  fund 
must  be  carefully  husbanded  and  im- 
proved at  compound  interest — should  be 
a  public  company  or  corporation.  An 
institution  which  relies  largely  on  mutual 
assistance  and  good  feeling,  which  aims 
at  the  promotion  of  something  not  mea- 
sured in  pounds,  shillings,  and  pence, 
and  the  management  of  which  does  not 
demand  highly  trained  servants,  but'can 
be  successfully  carried  on  by  honorary 
officials  is  better  constituted  as  a  Friendly 
Society.  Thus,  assurances  of  all  kinds 
(including  funeral  benefits  and  burial  al- 
lowances), and  deferred  annuities  or  pen- 
sions, if  provided  by  contributions  extend- 
ing over  a  term  of  years,  are  best  handled 
by  assurance  companies,  but  if  provided 
by  levies  made  at  the  time  the  benefit  is  to 
accrue,  they  will  usually  be  more  suc- 
cessful in  amateur  hands. 

Medical  and  sickness  benefits  can  be  as  well  pro- 
vided, and  often  better  supervised  in  local 
institutions,  and  can  therefore  be  better 
managed  by  Friendly  Societies. 

4-  I  have  never  interested  myself  in  the  work  of 
Industrial  Assurance  Companies  or  of 
Friendly  Societies,  and  I  cannot  therefore 
discuss  their  relative  merits. 

5.  Couldn't  say. 


^ 


6.  The  principal  merit  of  the  Industrial  Insurance 

Company  over  a  Friendly  Society  under 
ithe  present  conditions  lies  in  the  better 
management  of  the  Industrial  Insurance 
Company,  not  only  in  respect  to  the 
general  business  capacity  of  its  managers 
in  connexion  with  the  investment  of 
funds,  but  in  dealing  with  the  individual 
members  on  a  uniform  and  definite  plan 
as  far  as  equity  is  concerned.  To  ithese 
reasons  may  be  added  the  fact  that  the 
Industrial  Insurance  Company  is  more 
likely  to  maintain  a  solvent  condition 
when  investigated  on  an  actuarial  basis. 

7.  I  place  Friendly  Societies  first  on    account  of 

their  more  complete  organisation  and  of 
their  greater  popularity. 

If  the  present  payment  made  by  Friendly 
Societies  on  the  death  of  a  member  could 
be  increased  considerably,  much  of  the 
necessity  for  Industrial  Insurance  would 
not  exist. 

9.  Friendly  Societies  do  not  employ  agents  to  col- 
lect the  premiums  at  the  houses  of  the  as- 
sured, therefore,  they  resemble  ordinary 
more  than  industrial  businesses ;  the  or- 
ganization of  a  Friendly  Society  is  alto- 
gether inadequate  to  carry  out  the  work 
of  an  industrial  oflfice.  Of  course,  they 
perform  a  useful  service  in  catering  for  a 
special  class.  Friendly  Societies  are 
mutual  in  constitution,  and  have  all  the 
defects  of  mutual  offices.  However,  'the 
several  States  keep  a  very  close  supervi- 
sion on  these  mutual  Friendly  Societies, 
and  no  doubt  things  will  work  out  all 
right.  A  comparison  of  expense  rates  is 
worthless,  as  they  do  not  do  the  same . 
kind  of  business. 

10.  See  reply  to  question  7  (a). 

11.  I  have  not  specially  considered  this  matter. 

12.  As  we  do  not  have  a   thorough   knowledge   of 

Friendly  Societies  in  Australia,  we  are 
not  in  a  position  to  answer  this  question 
satisfactorily. 

13.  In  times  of  distress  or  pressure,  Friendly  Socie- 

ties can  only  fall  back  upon  their  own  re- 
serves. In  Ithe  case  of  Industrial  Assur- 
ance Companies  transacting  Friendly 
Society  business,  the  shareholders'  capital 
is  also  available. 

14.  I  consider  that  there  is  ample  room  for  both, 

and  although  I  understand  that  many  of 
our  members  are  insured  in  Friendly 
Societies,  I  know  that  there  are  many 
more  who  w6uld  not  be  reached  by  these 
means. 

15.  Industrial  Assurance  Companies  possess  a  great 

advantage  in  the  maitter  of  management. 

Their  officers  are  specially  trained  to  the  work, 
and  have  a  proper  appreciation  of  the 
necessity  of  building  up  proper  actuarial 
reserves  to  meet  future  claims  under  their 
policies.  This  is  generally  not  the  case 
with  the  Friendly  Societies. 

The  accumulation  of  actuarial  reserves  is  a  neces- 
sary result  of  any  system  of  level  pre- 
miums or  contributions.  Its  effect  is  of 
greater  importance  in  connexion  with 
mortality  benefits  than  with  sickness  bene- 
fits. 

16.  They  are  both  beneficial,  and  work  side  by  side 

in  perfect  liarmony. 


I  6a.  They  render  different  kinds  of  service  to  the 
community,  and  at  the  present  time  do 
not  in  reality  enter  into  competition  with 
one  another.  The  evolution  of  Friendly 
Societies  emphasises  the  benefits  arising 
from  self-control,  and  the  principle  of 
allowing  men  to  administer  their  own 
affairs  as  much  as  possible  without  un- 
due interference.  There  may  be  some 
loss  financially  now  and  then,  but  it  is 
much  more  than  counterbalanced  by  the 
splendid  moral  (benefits  permeating  the 
working  classes,  and  thereby  giving  the 
nation  a  healthv  backbone. 


Question  10. 

Is  there,  in  vour  opinion,  any  need  in  Australia  for 
companies  transacting  the  business  of 
sickness  assurance  on  the  industrial 
assurance  method  ? 

Replies. 

1.  See  reply  to  No.  9. 

2.  Yes.     Our  experience  in  Industrial  Accident  In- 

surance showed  that  there  is  a  demand  for 
a  policy  which  will  provide  compensation 
in  the  event  of  accident  or  sickness,  and 
I  am  of  opinion  that  the  demand  will  in- 
crease when  this  class  of  business  is  fur- 
ther developed. 

3.  Australia  being    well    supplied    with    Friendly 

Societies,  there  is  no  need  for  companies 
transacting  the  business  of  sickness  assur- 
ance on  the  industrial  assurance  method, 
but  experience  has  shown  that  there  is 
scope  for  such  companies. 

4.  A  profitable  business  of  the  kind  is,   I  under- 

stand,    transacted.     There    must,    there- 
fore, be  some  need  for  it. 
5-  No. 

6.  No.     If,  however,  it  were  possible  to  compile 

scientific  tables  involving  a  correct  rate  of 
contribution  for  the  benefits  promised  in 
the  case  of  each  separate  occupation — a 
contingency  very  remote  at  the  present 
time — there  might  be  a  fair  case  made  out 
for  the  desirability  of  such  business. 

7.  Yes;  until  the    Friendly    Societies    Act    gives 

greater  powers  to  Friendly  Societies. 

8.  No. 

9.  I  have  no  knowledge  of  the  business  of  sickness 

assurance,  but  should  say  that  i  f  there  was 
any  demand  for  it,  it  should  be  encour- 
aged. 

10.  See  reply  to  Question  7  (a). 

11.  I  do  not  think  so. 

12.  As  we  are  not    thoroughly    familiar    with    the 

method  of  transacting  sickness  insurance 
in  Australia,  we  are  not  in  a  position  to 
reply. 

13.  They  undoubtedly  have  their  uses.      The  public 

is  the  best  judge  of  what  it  wants. 

14.  I  am  not  acquainted  with  Australia,  but  I  think 

our  own  sickness  branch  was  popular.  It 
was  withdrawn  owing  to  the  objections  of 
the  British  Medical  Association. 

15.  No  special  need. 

16.  No. 

i6a.  No;  the  Friendly  Societies  meet  the  require- 
ments of  the  case  admirablv. 
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Section  IV. — Valuation  of  Liabilities  and 
Assets. 

Question  ii. 
What  is  the  date  to  which  the  latest  valuation  of 
the  liabilities  and  assets  of  your  company 
was  made? 

Replies . 

1.  31st  December,   1906. 

2.  31st  December,  1907. 

3.  31st  December,  1907. 

4.  31st  October,  1906. 

5.  31st  December,    1907. 

6.  31st  December,  1904. 

7.  1907. 

9.  Assets  are  constantly  under  review.  Assets  and 
liabilities  were  formally  valued  at  31st 
December,  1907. 

11.  30th  September,  1907. 

12.  31st  December,  1908.     Valuations  are  made  an- 

nually by  the  company. 

13.  31st  August,  1907. 

14.  No  valuation  has  yet  been  made. 

15.  30th  June,  1904. 

16.  As  at  the  30th  September,  1905. 

i6a.  For  publication  30th  September,  1905,  but  for 
internal  information  and  control  of  opera- 
tions, 30th  September,  1908. 

17.  30th  June,  1905. 


Question  12. 


What   general   principles   are    followed    by    your 
Company  in  its  valuation  of — 
(a)  Liabilities, 
{b)  Assets? 

Replies. 

1.  (a)  Extract  from  Valuation  Report  for  1906: — 

"  The  liability  of  the  Company  was  ascer- 
t-ained  by  taking  the  difference  between 
the  present  value  of  the  reversion  of  the 
sum  assured,  including  bonus,  and  the 
present  value  of  the  future  net  premiums, 
according  to  the  Table  of  Mortality  used ; 
with  the  necessary  reserves  for  special 
risks,  early  payment  of  claims,  and  to 
provide  for  future  expenses  and  bonuses 
on  single  and  limited  premium  policies. 
Each  policy  was  valued  separately." 

2.  (a)  In  the  ordinary   department  whole  life  and 

endowment  assurances  were  valued  in 
classes  grouped  according  to  the  nearest 
age  of  the  policy-holder  at  valuation  date. 
Limited  payment  and  joint  assurances 
were  valued  individually.  Pure  endow- 
ments with  return  of  premiums  paid  in 
event  of  death  of  policy-holder  before 
maturity  were  valued  in  classes  accord- 
ing to  year  of  maturity.  Sums  assured, 
declared  bonuses,  guaranteed  bonuses  (if 
any),  and  net  premiums  were  discounted 
to  valuation  date  at  3^  per  cent.,  except 
for  a  few  old  policies  for  which  4  per 
cent,  was  adopted.  Rated-up  lives  were 
valued  at  their  real  ages.  Negative 
values  excluded. 
In  the  industrial  department  policies  were 
valued  in  classes,  except  joint  life  poli- 
cies. Whole  life  policies  averaging  2J 
years  duration,  endowment  assurances 
averaging  under  two  years'  duration  and 
pure  endowments  of  one  year's  duration 


were  taken  as  having  no  liability.  En- 
dowment assurances  were  grouped  accord- 
ing to  years  of  maturity,  an  average  age 
being  determined  on  consideration  of 
sums  assured  and  premiums  payable.  No 
allowance  w;  s  made  for  lapses.  Nega- 
tive values  excluded. 
(b)  Government  stocks  were  valued  as  per 
answer  to  question  13.  Real  estate  is 
taken  at  a  figure  within  the  value  placed 
upon  it  by  a  public  valuator. 

3.  (a)  The  liabilities  are  valued  by  the  tables  of 

mortality  and  at  the  rates  of  interest  set 
out  in  detail  in  the  annual  reports  of  the 
society,  the  valuation  being  on  a  strictly 
net  premium  basis. 
{b}  These  are  valued  on  the  basis  of  the  market 
value  as  estimated  by  the  directors  at  31st 
December  of  each  year,  and  where  the 
book  value  exceeds  the  market  price  the 
asset  is  either  written  down  or  a  special 
reserve  is  made  to  the  extent  of  the  dif- 
ference. 

4.  (a)  The    assurances    were    valued    individually 

according  to  the  ages  attained  by  the 
lives  assured  on  31st  October,  1906.  The 
valuation  age  was  determined  by  adding 
to  the  age  at  entry  the  nearest  number  of 
complete  years  for  which  the  policy  has 
been  in  force. 

In  cases  where  the  premiums  are  payable 
yearly,  the  next  payment  was  held  to 
fall  due  six  months  from  the  date  of  the 
valuation,  and  in  cases  where  the  pre- 
miums are  payable  half-yearly  or 
quarterly,  the  next  payment  was  held  to 
fall  due  three  or  one  and  a  half  months 
thereafter  respectively. 

Lives  assured  at  rates  in  excess  of  those  at 
which  the  society  assures  first-class  risks 
were  valued  according  to  their  real  ages. 
The  extra  premiums  received  from  lives 
of  this  class  are  regarded  as  constituting 
a  fund  from  which  to  meet  any  extra  rate 
of  mortality  prevailing  in  it,  and  accord- 
ingly a  reser\e  was  made  of  the  propor- 
tion of  the  extra  premium  to  the  date  of 
next  renewal. 

The  liability  was  determined  by  deducting 
the  present  value  of  the  future  pure  or 
net  premiums  from  the  present  value  of 
the  sums  assured  and  bonuses. 
(b)  When  loans  are  granted  the  amount  lent 
does  not  exceed  60  per  cent,  of  the  valua- 
tion of  the  security  by  the  society's  own 
valuer.  So  long  as  interest  is  regularly 
paid,  and  we  have  no  reason  to  think 
otherwise,  a  loan  is  considered  well 
secured.  The  general  rule  is  to  have  a 
security  inspected  again  before  renewing 
the  loan. 

After  the  1893  financial  crisis  the  society 
foreclosed  on  some  securities  and  entered 
on  possession  of  others.  These  were  all 
re-valued,  as  far  as  possible  on  a  rental 
basis,  and  the  difference  in  value  written 
off.  Nearly  all  these  securities  have  now 
been  realized. 

5.  (a)  See  Actuarial  Report. 

(b)  Loan    investments  are   taken   at   their   cost 
prices  with  unpaid  interest  added  at  com- 
pound method. 
Government  stocks  and  securities  are  taken 

at  the  face  value  as  at  redemption. 
Other  stocks  and  shares  at  the  price  paid. 
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6.  (a)  At  the  last  valuation  of  the  society's  lia- 
bilities as  at  31st  December,  1904,  each 
policy  was  separately  valued  according  lo 
the  nearest  quarter  year  of  duration  as  at 
31st  December,  1904.  The  net  premiums 
employed  were  for  the  main  portion  of 
the  business;  g/eater  than  the  "pure" 
premiums  derived  from  the  mortality 
table  and  rate  of  interest  adopted  in  the 
valuation.  The  addition  to  the  pure  pre- 
mium was  made  with  the  object  of  cor- 
rectly apportioning  the  loading  contained 
in  the  office  premiums  for  expenses,  the 
loading  for  the  first  year  of  the  policy 
being  greater  than  for  its  after  years, 
when  it  is  uniform.  The  net  premium 
valued  in  the  case  of  whole  life  policies 
with  premiums  payable  during  the  whole 
of  life  was  never  greater,  but  sometimes 
less  than,  the  pure  premium  for  age  one 
year  older.  For  endowment  assurance 
and  limited  premium  policies  the  net  pre- 
mium in  no  case  exceeded,  but  was  gene- 
rally less  than,  the  pure  premium  for  a 
life  one  year  older  for  a  term  one  \ear 
shorter.  The  pure,  premium  only  was 
employed  for  various  small  classes  of 
policies.  The  method  of  valuation  pre- 
cluded the  possibility  of  policies  having 
negative  values.  The  reserve  for  policies 
of  less  than  one  year's  duration  was  al- 
ways at  least  sufficient  to  provide  for  the 
risk  of  death  before  the  next  premium 
fell  due. 

(b)  As  to  freehold  properties    in    the    society's 
possession,  the  board  examines  each  item 
and  determines  its  valuation,  taking  into 
view   rents   and   sales  of   adjoining  pro- 
perties,  &c.     Where  there  is  doubt,   ex- 
pert opinions  are  sought.       Properties  on 
which  loans  are  made  are  taken  at  valua- 
tion   of    the    most    skilled    and    careful 
valuators    obtainable,   and  60    per    cent, 
of  such  valuation  only  lent. 
7.  {a  and  b)  The  contracts  of  the  Order  are  in  the 
nature  of  Renewable  Term  Assurances,  at 
term  rates  liable  to  assessments  under  the 
following  clauses   and   provisions  in  the 
constitution  and  by-laws  of  the  Society : — 
"  Every  certificate  and  policy  issued  by 
the  Society  shall  contain  a  promise 
to   pay    the   whole   amount    therein 
mentioned    out     of    the     Mortuary 
Funds  of  the  Society,   and  out  of 
any    moneys    realised    from    assess- 
ments to  be  made  for  that  purpose ; 
and    the    Society    shall    be    bound 
forthwith  and  from  time  to  time  to 
make  assessments  to  an  amount  ade- 
quate with  its  other  available  funds 
to  pay  all  obligations  created  under 
every  such  certificate  or  policy  here- 
tofore issued  or  hereafter  to  be  is- 
sued   without    deduction    or   abate- 
ment." 
The  policies  are  valued  on  the  one  hand  as 
Term  Assurance  where  the  unexpired  term 
is  taken  into  account,  together  with  a  full 
reserve  on  an  estimated  assumption  that 
10  per  cent,  of  surviving  lives  will  remain 
in  force  until  age  70,  when  the  assurances 
are  at  risk  without  further  payment  of  any 
contributions   whatever;   this  is  probably 
the  truest  available  method ;  but,  on  the 
other  hand,  the  contracts  have  been  fully 


valued  on  the  hypothetical  basis  of  all 
assurances  maturing  by  death  at  existing 
rates  (which  cease  at  age  70),  without 
extra  call  or  regard  to  the  effects  of  ac- 
cession and  secession  of  busmess.  This 
latter  course  is  taken  in  order  to  conform 
to  the  requirements  specified  in  the  Sche- 
dules of  the  Act,  and  the  present  value  of 
such  contributions  is  ascertained,  together 
with  the  present  value  of  the  full  amounts 
assured ;  but,  as  the  assumptions  imported 
are  at  distinct  variance  with  both  the  con- 
stitution and  the  experience  of  the  Order, 
the  resulting  figures  convey  no  definable 
significance.  All  policies  other  than  Whole 
Life  have  been  valued  on  these  latter  as- 
sumptions. In  the  case  of  Indian  poli- 
cies the  premium  valued  has  been  specially 
reduced  by  £1  per  ;^ioo  assured. 
9.  (a)  Ordinary  branch.— The  general  prmciples 
adopted  in  the  valuation  of  the  liabilities 
are  those  of  a  strictly  "  pure  net  pre- 
mium"  valuation,  the  whole  of  the 
"  loading  "  being  reserved  for  future  ex- 
penses, profits  and  contingencies.  In- 
dustrial branch. — Partly  "  pure  net  pre- 
mium "  and  partly  modified  gross  pre- 
mium basis. 
(b)  Assets  are  kept  in  our  books  at  an  amount 
that  we  feel  satisfied  they  will  be 
realizable  at. 

11.  (a)  I  don't  know  what  information  is  required 

by  this  question.  I  send  herewith  copy 
of  our  last  investigation  report,  which 
perhaps  on  p.p.  10-12  will  give  what  is 
wanted. 

12.  (a)  The  principal   item  of   liability   is  the   re- 

serve for  insurances  and  annuities.  Such 
a  reserve  is  calculated  upon  the  net  pre- 
mium basis.  Full  provision  is  made  for 
every  liability,  including  a  large  sum  as 
a  provision  for  future  dividends. 
(b)  The  Company  values  its  assets  on  a  con- 
servative basis,  the  bonds  being  taken  at 
their  cost  value,  plus  or  minus  the  amount 
necessary  to  bring  them  to  par  at  ma- 
turity. In  order  to  conform  to  the  re- 
quirements of  New  York  State,  the  value 
of  bonds  in  our  report  is  the  aggregate 
market  value,  that  precedent  being  fol- 
lowed in  our  reports  to  the  Australian 
colonies.  The  real  estate  is  carried  at  a 
conservative  valuation,  and  the  mortgages 
are  carried  at  their  face  value. 

13.  (a)  Extract  from  Valuation  Report,  1907  :  — 

Industrial  Branch. 
The  following  classes  of  benefits  were  treated 
as  involving  no  liability,  it  "being  found 
in  actual  practice  that  the  net  premiums 
received  therefor  were  insufficient,  year 
by  year,  to  meet  the  claims  as  they  arose 
— (i.)  Medical  attendance  on  member  and 
family;  (ii.)  Accident  Assurance;  (iii.) 
Children's  Temporary _  Assurance;  (iv.) 
Compensation  for  certain  specified  causes. 
Compensation  in  cases  of  sickness  gene- 
rally was  treated  as  requiring  the  accumu- 
lation of  reserves  to  meet  the  increasing 
risk.  The  assurance  upon  "  Wives  "  was 
treated  as  an  assurance  payable  only  in 
case  the  wives  pre-deceased  their  husbands 
with  premiums  payable  during  the  hus- 
band's life-time;  no  provision  was  made 
for  the  death  of  a  second  wife.  The 
wives  were  considered  to  be  of  the  same 
ages  as  their  husbands. 
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In  all  cases  of  life  assurance  the  policy- 
holders were  assumed  to  have  assured  in 
the  middle  of  the  calendar  year  of  entry 
at  the  exact  age  corresponding  to  the  pre- 
mium paid.  The  policies  were  then 
valued  on  a  net  premium  basis. 

In  the  endowment  assurance  policies  where 
the  duration  is  of  more  importance  than 
the  age,  the  policies  were  assumed  to  have 
been  taken  out  in  the  middle  of  the  office 
year  of  entry,  and  an  average  age  being 
assumed,  they  were  valued  as  if  of  dura- 
tion equal  to  the  curtate  duration,  plus 
one-half  a  year. 

In  the  pure  endowment  policies,  the  valua- 
tion premiums  were  90  per  cent,  of  the 
actual  office  premiums. 

Continuous  values  of  annuities,  reversions, 
and  premiums  were  employed  in  all  but 
the  pure  endowment  policies. 

The  final  values  were  checked  by  tables  of 
policy  values  prepared  beforehand  where 
possible. 

Negative  values  were  eliminated,  and  no 
policv  has  been  considered  as  an  asset 
anywhere  in  the  valuation. 

The  premiums  payable  under  all  the  poli- 
cies were  assumed  to  be  annual  premiums. 

Provision  was  made  for  the  immediate  pay- 
ment of  claims  and  added  to  the  value  of 
the  sum  assured  and  bonus. 

In  the  Ordinary  Branch  the  method  is  gene- 
rally on  the  same  lines  as  three  years  ago. 
Every  policv  of  a  year's  duration  or  more 
carries  a  H™.  3I  per  cent,  net  reserve; 
for  policies  under  one  vear's  duration, 
those  under  Tables  U.,WU.,  IV.,  V., 
and  part  of  I.  carry  a  reserve  equal  to  the 
net  premiums  actuallv  paid — the  rest  of 
the  policies  under  Tables  I.  and  III. 
issued  during  the  last  three  months  prin- 
cipallv  under  quarterly  premiums  were 
treated  as  involving  no  liability. 
(3)  Except  Government  debentures  the  securi- 
.  ties  are  valued  by  competent  valuators  be- 
fore money  is  advanced.  The  assets  have 
not  been  written  down,  there  being  no 
necessity  as  interest  has  been  fully  paid. 

14.  (a)  and  (b)  See  answer  to  question  11. 

15.  (a)  The  principles  u{X>n  which  the  valuation  of 

1904  was  made  were  to  ascertain  the  pre- 
sent value  of  the  sums  assured  under  the 
contracts  where  these  are  payable  at 
death,  and  to  deduct  therefrom  the  pre- 
sent value  of  the  future  premium.  In  the 
case  of  endowments,  where  only  the  pre- 
miums that  have  been  paid  are  returned 
in  the  event  of  death,  the  principle  of 
valuation  was  the  accumulation  at  in- 
terest of  the  premiums  paid. 
(b)  At  the  last  valuation  (1904)  assets  were 
valued  at  cost  price. 

t6.  (a)  We  keen  'n  touch  with  the  movement  of  the 
society's  business  by  making  pn  annual 
examination,  but  we  do  not  publish  the 
result. 
(b)  Anv  assets  that  there  could  possibly  be  any 
doubt  about  receive  the  careful  attention 
of  the  board  of  directors  before  the 
year's  accounts  are  finally  passed. 

T6A.(a)  For  publication  the  liabilities  are  valued 
once  in  everv  five  \ears,  but  for  private 
internal  guidance  a  valuation  is  made 
annually. 


(b)  The  only  large  assets  requiring  much  con- 
sideration are  the  office  premises,  which 
were  specially  valued  in  1896,  and  have 
since  been  retained  at  the  figure  then 
placed  upon  them,  real  estate  being  at  a 
low  value  at  that  time. 
17.  (a)  The  liabilities  of  the  company  are  ascer- 
tained by  taking  the  difference  between 
the  present  value  of  the  reversion  of  the 
sum  assured,  including  bonus,  and  tne 
present  value  of  the  future  net  premiums, 
according  to  the  table  ol  mortality  used. 
Each  policy  is  valued  separately. 

(b)  By  the  board  of  directors. 


Question  13. 


In  the  valuation  of  assets  what  principle  is  fol- 
lowed in  the  case  of  delDentures,  stocks, 
shares,  etc.  ? 
Are  they  taken,  for  example,  at — 

(a)  Face  value; 

(b)  Cost  price; 

(c)  Market  price ; 

(d)  Value   based   on  interest    yielded ; 

or 
{e)  Value    determined    on    some   other 
specified    basis    (which    should   be 
fully  stated)? 

Replies. 

1.  Book  value. 

2.  In   the  case   of    Government    stocks   purchased 

at  a  premium  the  cost  price  is  written 
down  out  of  interest  year  by  year,  so 
that  at  maturity  they  will  stand  at  face 
value  in  our  books.  In  the  case  of  Go- 
vernment stocks  purchased  at  a  discount 
the  actual  cost  price  is  shown  in  our 
books. 

3.  In  the  case  of  terminable  Government  or  Muni- 

cipal debentures  or  stocks  purchased  at 
either  a  premium  or  a  discount  the  book 
value  is  adjusted  through  the  interest 
each  year  so  that  the  capital  sum 
will  work  out  as  an  equivalent  to  the 
face  value  at  the  date  of  maturity. 
When  the  debentures  or  stocks  are 
practically  interminable  they  are  written 
down  to  what  the  directors  in  their 
discretion  consider  is  a  fair  value, 
having  in  view  the  market  quotations,  or 
a  special  reserve  is  made  at  the  end  of 
the  year  and  held  against  the  asset. 

4.  The   only   securities   of   the   kind    held   by   the 

Australian  Widows  Fund  axe  Government 
and  Mnuicipal  debentures  and  inscribed 
stocks.  The  valuation  at  which  they 
stand  is  based  upon  cost  price  and  upon 
the  rate  of  interest  yielded  by  each  in- 
vestment at  such  cost  price.  When  pur- 
chased at  a  premium  a  sinking  fund  is 
created  by  means  of  which  the  security 
is  written  down  automatically  to  face 
value  as  at  the  date  when  redeemable. 
Securities  purchased  at  a  discount  remain 
at  cost  price,  and  are  not  written  up  as 
the  date  of  redemption  approaches. 

5.  (a)   For   Stocks. 
{/?)  For  Shares. 

7.  Taken  at  face  value. 
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9-  This  compaHv  does  not  hold  debentures,  stocks, 
shares,  etc.  We  hold  Government  stocks 
and  debentures.  We  follow  the  plan  of 
writing  down  irredeemable  stock,  such  as 
consols,  to  the  market  quotation.  Go- 
vernment stocks  or  debentures  redeemable 
any  number  of  years  hence  will  hold 
at  purchase  price  so  long  as  that  price  is 
not  above  par.  If  above  we  write  off 
each  year  the  fractional  r -jt  necessary  to 
bring  it  to  par  at  maturity.  When  stocks, 
etc. ,  are  brought  under  par  we  do  not  write 
up.  Market  quotations  in  Australia  are 
unreliable.  A  quotation  is  easily  got — 
for  instance,  I  may  hold  all  of  one  issue 
and  have  only  to  sell  ;£ioo  worth  of  it  at 
any  price  I  require  from  a  friendly  buyer. 
Or  again,  if  I  put  a  million  of  stock  of 
any  kind  on  the  market  the  price  I  would 
get  would  be  very  poor  indeed.  In  a 
Government  stock  the  security  is  good  all 
the  time.  A  rise  or  fall  in  price  simply 
means  that  money  has  gone  up  or  down  in 
value.  A  mortgage  is  not  quoted  on  the 
market,  and  therefore  its  value  is  not 
altered.  Then  why  should  Government 
stocks? 

11.  At  cost  price  plus  or  minus,  in  case  of  termin- 

able stocks,  the  amount,  which  is  ascer- 
tained annually,  required  to  bring  their 
book  value  at  date  of  redemption  to  par. 

12.  The  company  carries  no  .stocks  or  shares,    its 

holdings  being  confined  to  bonds,  the 
value  of  which  is  taken  at  cost  price, 
plus  or  minus  the  annual  adjustment 
necessary  to  bring  them  to  par  value  at 
maturity. 
Market  price. 

This  has  not  been  decided  on,  but  the  value 
will  no  doubt  be  limited  to  the  market 
price  of  the  day. 

Cost  price. 

Face  value  if  purchase  at  over  par. 

Cost  price  if  purchased  below  par. 

The  Society  holds  only  Government  and  muni- 
cipal debentures.  It  has  no  stocks  or 
shares,  etc. 

i6a.  Face  value  for  those  bought  at  a  premium  or 
at  par;  cost  price  for  those  bought  at  a 
discount. 

17.  At  market  prices  and  on  interest  yielded. 
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15 
16 


Question  14. 

Do  you  consider  that  there  is  a  necessity  for  annual 
valuations  of — 

(a)  Liabilities,  and 

(b)  Assets? 

Replies. 
I.  (a)  No. 
(b)  No. 
4.  (a)  No.     The  cost  of  annual  valuations  is  so 
heavy  in  the  case  of  a  small  company  not 
having   an    actuarial    staff   constantly     at 
work,  that  the  expense  is  hardly  justified. 

(b)  The  assets  should  certainly  be  reviewed 
annually  when  they  include  securities 
which  may  depreciate  in  value.  But 
there  is  nothing  gained  by  adjusting 
book  values  on  account  of  fluctuations  ex- 
cept at  a  valuation  period. 


(*) 


4-   (a) 


ib) 

(*) 
(a) 
(b) 


11.  (a) 

(b) 

12.  (a) 


(b) 

(b) 
14.   (a) 


(b) 
15-  (1) 

(b) 
16.  M 

(*) 
i6A.(a) 

(b) 


I  do  not  consider  that  there  is  any  absolute 
necessity  for  annual  valuations  of  liabili- 
ties, although  a  company  of  any  con- 
siderable size  may  find  it  desirable  to  do 
so  for  their  own  information,  even  if 
they  do  not  make  an  annual  distribution 
of  profits 

The  value  of  the  assets,  however,  should  be 
stated  as  accurately  as  possible  in  the 
annual  balance-sheet. 

No. 

No.  There  may  be  occasions  apart  from 
the  time  when  surplus  is  distributed  when 
a  re-valuation  of  assets  may  be  desirable, 
but  generally  speaking,  and  under  ordi- 
nary conditions,  an  annual  valuation  of 
assets  is  unnecessary  unless  there  is  also 
an  annual  distribution  of  surplus. 

Yes. 

Yes. 

No. 

No. 

No. 

No. 

No. 

On  general  principles,  yes. 

Yes. 

Yes.  I  do  not  think  it  necessary  that  pro- 
fits be  divided  yearly,  but  where  policy- 
holders are  interested  in  profits,  I  think 
there  should  be  a  yearly  accounting  to 
the  policy-holders  and  the  public,  because 
it  would  not  be  just  to  allow  new  policy- 
holders to  join  if  losses  were  known  to 
exist.  Frankness  and  complete  publi- 
city must  be  advantageous.  It  is  not  so 
important  where  policy-holders  are  not 
interested  in  profits,  though  there  would 
be  advantage  in  the  method  even  in  that 
case. 

No. 

No. 

It  is  necessary  with  us,  as  an  annual  valua- 
tion is  required  by  every  State  in  the 
United  States  of  America. 

See  (a). 

No;  every  three  years  should  amply  meet 
the  case. 

See  above. 

I  consider  it  desirable  that  such  a  valuation 
should  be  made,  not  necessajily  for  pub- 
lication. 

Yes. 

No. 

No. 

No. 

No. 

No. 

No. 


Question  15. 

At  what  intervals  are  valuations  of  the  liabilities 
and  assets  of  your  company  made  ? 

Replies. 

1.  Every  three  years. 

2.  Five  years.     But  the  directors  possess  power  to 

have  A-aluations  made  at  more  frequent  in- 
tervals. 


At  yearly  intervals. 
Quinquennial. 


5.  Annually. 
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6.  Hitherto  they  ha\e  been  made  at  quinquennial 

intervals,  but  ithe  Articles  of  Association 
when  last  altered  in  June,  1907,  gave  the 
Board  of  Directors  power  to  make  inves- 
tigations at  such  other  intervals  as  they 
may,  from  time  to  time,  determine.  It 
was  considered  probable  that  the  interval 
might  now  be  shortened  in  view  of  the 
dimensions  the  Society  has  now  attained. 

7.  Every  five  years. 

9.  Annually,  in  the  ordinary  ibranch.     Quinquen- 
niallv  in  the  industrial  branch. 

12.  Yearly. 

13.  Trienniallv. 

14.  Liabilities  are  valued  quinquennially,  and  assets 

annually. 

15.  Five  years. 

16.  A  complete  valuation  and  a  division  of  profits 

is  made  every  five  years,  but  for  our  own 
information  a  valuation  is  made  annually. 
i6a.  As  to  liabilities — quinquennially  for  publica- 
cation,  annually  for  internal  information. 
As  to  the  few  assets  that  are  subject  to 
fluctuation,  at  such  time  as  the  directors 
consider  depreciation  may  have  taken 
place. 

17.  Actuarial  valuation  of  liabilities  every  quinquen- 

nial period.     Assets  every  twelve  months. 


Question  16. 

State  your  opinion  concerning  the  relative  merits 
of— 
(i)  Annual  valuations. 

(2)  Triennial  valuations. 

(3)  Quinquennial  valuations. 

(4)  Septennial  valuations. 

Replies. 

1.  (i)  I  have  never  had  anv  experience  of  annual 

valuations. 
(2  and  3)  I  prefer  triennial. 

2.  (i)  Annual  valuations  have  much  to  recommend 

them,  for  policy-holders  like  to  get  bonus 
additions  yearly,  but  I  think  valuations 
at  less  frequent  intervals  are  preferable, 
for  a  company  might — as  a  result  of  a 
financial  depression — have  a  bad  year  at 
the  end  of  which  it  would  be  unable  to 
divide  any  profit,  though  the  next  year 
might  rehabilitate  its  position.  With 
valuations  at  three,  five,  or  seven  year 
periods,  such  fluctuations  would  not  be 
felt,  and  the  company  would  thus  be 
given  greater  stability. 
Quinquennial  valuations  are,  to  my  mind,  the  most 
desirable. 

3.  (i)  As  already  indicated,  annual  valuations  may 

be  desirable  in  the  case  of  a  large  oflice, 
and  such  valuations  are  of  great  value 
in  indicating  the  true  condition  of  affairs 
at  the  end  of  every  year. 

(2)  Triennial  valuations  do    net  give    so  much 

trouble,  and  would  probablv  be  somewhat 
less  costly,  though  there  is  some  objection 
to  them  in  the  fact  that  a  considerable 
amount  of  extra  work  is  necessarily 
thrown  into  the  valuation  year.  Trien- 
nial valuations  might  be  considered  suffi- 
dent  in  the  case  of  offices  of  moderate 
size. 

(3)  Similar  remarks  apply  in  the  case  of  quin- 

quential  investigations. 

(4)  Septennial  valuations    are    rather    too    far 

apart  to  be  considered  satisfactory. 


4.  I  take  these  four  questions  to  mean  valuations 
for  the  purpose  of  distributing  surplus. 

(i)  Annual  valuations  of  liabilities  and  assets 
are  open  to  the  objection  that  in  any  one 
year  the  claims  by  death  may  exceed  the 
average  to  such  an  extent  as  to  upset  the 
figures  for  that  year.  This  can  be  met 
by  carrying  forward  a  bonus  equilization 
fund  of  suitable  amount.  I  think  a  more 
serious  diflSculty  is  associated  with  an  an- 
nual valuation  of  assets.  Looking  back 
on  the  events  of  1893,  one  can  see  that 
the  shrinkage  in  values  at  that  time  came 
suddenly,  and  represented  more  than  the 
profits  of  one  vear.  An  occurrence  such 
as  this  raises  a  number  of  difficulties  in 
the  valuation  of  assets  which  are  more 
readilv  handled  when  the  surplus  funds 
of  a  longer  period  are  in  hand. 

(2)  A  triennial,  a  quinquennial,  or  a  septennial 
valuation  affords  a  better  average  as  re- 
gards claims  by  de^th.  Each  of  these 
periods  is  better  adapted  to  cope  with  a 
valuation  of  assets  in  times  of  stress,  and 
if  a  society  pays  a  fair  bonus  for  the 
period  from  the  previous  periodical  dis- 
tribution up  to  the  time  when  a  policy  be- 
comes pavable,  its  policv-holders  have 
reason  to  be  satisfied.  The  only  other 
point  seems  to  ^)e  that,  with  an  annual 
distribution,  policy-holders  who  surrender 
their  policies  receive  a  share  in  the  sur- 
plus earned  since  the  previous  distribu- 
tion. They,  however,  are  a  small  pro- 
portion of  the  whole,  and  I  do  not  think 
the  benefit  so  derived  by  them  is  commen- 
surate with  the  disadvantages  to  the 
others.  In  the  large  majority  of  British 
offices,  quinquennial  valuations  are  the 
rule,  and  my  present  opinion  is  in  their 
favour. 

5.  (i)  You  know  exactly  where  you  are  each  year. 

6.  (i)  In  the  case  of  a  Life  Assurance  Society,  it 

has  been  well  proved  that  although  the 
payments  under  policies  for  death  claims 
are  wonderfully  steadv,  taking  a  series  of 
years  together,  they  are  liable  to  fluctuate 
from  one  year  to  another,  unless  the  in- 
stitution be  a  very  large  one,  in  which 
case  the  risk  of  great  fluctuation  is  con- 
siderablv  diminished.  It  is  held  to  be 
impolitic  to  show  great  variations  from 
vear  to  year  in  the  amount  of  profits  al- 
lotted to  any  individual  policv — further, 
there  is  a  very  considerable  additional  ex- 
pense involved  in  an  annual  valuation  as 
compared  with  those  made  at  less  fre- 
quent intervals.  Mv  opinion  therefore  is 
that  for  most  societies  an  annual  valua- 
tion is  undesirable. 

(2)  This  I  believe  to  be    a  good    interval    for 

valuation  when  a  society  has  attained  con- 
siderable dimensions. 

(3)  In  the  rase  of  young  offices  or  offices  which 

have  not  gathered  together  a  large  busi- 
ness, a  quinquennial  valuation  is  most 
suitable.  Probably  if  it  were  not  for  the 
great  competition  between  life  oflices 
themselves  in  catering  for  their  business, 
this  practice  would  be  almost  universally 
adopted. 

(4)  I  consider  this  unnecessarily  long. 
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•j.  (i)  In  a  well  conducted  society,  annual  valua- 
tions are  unnecessar)',  inasmuch  as  there 
is  little  or  no  proportional  difference,  and 
relative  and  proportional  important  fac- 
tors are  not  revealed. 

(2)  Similar  to  above,  only,  of  course,  to  a  lesser 

extent. 

(3)  Quinquennial   valuations    give   full    oppor- 

tunity to  reveal  all  important  factors,  and 
are  sufficiently  frequent  to  prevent  much 
danger  occurring. 

(4)  Too  long  between,  and  a  society  or  company 

might  drift  too  much. 
9.  The  annual  valuation  has  undoubted  advantages 
over  the  triennial,  quinquennial,  or  sep- 
tennial methods. 

(a)  It  ensures  frequent  publicity.  In  five  years 
much  may  be  forgotten. 

{b)  It  tends  to  impel  financial  soundness.  In  a 
weak  company  with  one  quinquennial 
valuation  finished  on  a  poor  basis,  there 
is  no  incentive  to  keep  its  actuarial  posi- 
tion up  to'the  mark  until  towards  the  end 
of  the  current  quinquennium.  With  an 
annual  valuation,  the  effect  of  every 
year's  management  is  at  once  manifest  in 
the  actuarial  surplus  brought  out. 

(c)  It  is  very  desirable  that  the  connexion  be- 

tween the  accountancy  side  of  the  business 
and  the  actuarial  side  should  be  more  in- 
timate than  can  be  the  case  if  they  work 
in  dissimilar  periods  of  time. 

(d)  With  a  properly  arranged  system,   the  cost 

of  an  annual  need  be  no  more  than  is  in- 
curred in  the  case  of  a  quinquennial 
valuation,  since  almost  every  office  main- 
tains an  actuarial  staff  to  keep  watch  over 
its  actuarial  position. 

11.  The    period    between    valuations    is    largely    a 

matter  of  expediency.  The  object  is  to 
ascertain  exactly  the  position  of  a  com- 
pany from  time  to  time;  a  general  idea 
can  be  obtained  from  the  results  of  the 
annual  transactions  as  disclosed  in  the 
published  reports. 
A  complete  valuation  involves  so  much  time 
and  expense  that  I  think  the  advantage 
or  finding  the  position  annually  is  not 
sufficient  to  justify.  Our  practice  is  to 
value  every  three  years,  and  it  is  found 
to  work  well. 

12.  See  answer  to  14  {a). 

13.  (i)  Unnecessary  and  expensive. 

(2)  In  favour  of  triennial  valuations. 
(4)  Too  distant  an  interval. 

(3)  Too  distant  an  interval. 

14.  (i)  I  should  always  make  an  annual  valuation 

(if  only  an  approximate  one)  for  my  own 
satisfaction.  For  distributing  surplus,  I 
prefer  the  greater  regularity  obtained  by 
a  quinquennial  valuation. 

(2)  I  do  not  consider    three    years    a    sufficient 

period  in  which  to  obtain  good  average 
results. 

(3)  The  surplus  is  less  liable  to  violent  fluctua- 

tions, and  I  should  confidently  regard  any 
surplus  shown  as  divisible;  with  an  an- 
nual (or  even  triennial)  valuation  I 
should  consider  it  necessary  to  reserve  a 
considerable  amount  of  the  surplus  to 
provide  for  contingencies. 

(4)  The  only  objection  I  have  is  from  the  as- 

sured's  point  of  view.  The  interval  to 
them  appears  a  long  one. 


15.  (i)  Annual    valuations   for   bonus    distributions 

are  only  suitable  to  companies  of  mature 
age  whose  business  and  assets  are  suffi- 
ciently large  to  render  unlikely  fluctua- 
tions in  the  surplus,  due  to  varying  mor- 
tality and  possible  financial  stress. 

(2)  Triennial  valuations  are  merely  a  compro- 

mise between  annual  and  quinquennial 
valuations. 

(3)  Quinquennia]  valuations  as  prescribed  by  the 

English  Act  of  1870  are  most  satisfac- 
tory as  avoiding  to  a  large  extent  the 
fluctuations  mentioned  in  (i).  The  ob- 
jection to  length  of  time  between  bonus 
distributions  can  be,  and  is,  got  over  by  a 
svstem  of  interim  bonuses. 

(4)  Septennial   valuations   are  only   allowed  by 

the  English  Act  of  1870  for  companies 
following  that  practice  at  that  date.  The 
period  is  unnecessarily  long. 

16.  (i)  Where  the  transactions  of  an  office  are  of 

sufficient  magnitude  to  obtain  even  results, 
I  would  adopt  annual  valuations. 

(2)  Triennial  valuations  are  a  sort  of  half-way 

house. 

(3)  Quinquennial  valuations  are  as  long  a  period 

"  as  should  be  necessary  for  even  the  office 
that  is  only  commencing  business.  They 
suit  all  offices  whose  business  is  not  large 
enough  to  assure  steadiness  from  year  to 
year. 

(4)  Septennial  valuations  are  longer  than  desir- 

able under  Australian  conditions. 
i6a.  (i)  The  smaller  an  office  is,  the  more  frequently 
should  its  valuations  take  place  for  pur- 
poses of  control  as  its  affairs  are  subject 
to  greater  proportionate  fluctuations.  In 
the  case  of  large  offices  where  business 
has  settled  to  a  regular  course,  annual 
valuations  are  not  necessary  for  control, 
but  are  probably  valuable  as  an  adver- 
tisement. 

(2)  Triennial  valuations  are  sufficient  for  offices 

of  a  medium  size. 

(3)  Quinquennial  publication  of    any  large  quan- 

tity of  material  in  respect  to  valuations 
should  suffice.  If  annual  publication 
takes  place,  a  limited  amount  of  matter  is 
all  that  is  required  to  enable  the  public 
to  follow  the  intermediate  stages  between 
two  quinquennial  valuations. 
(4)  Septennial  valuations  would  probably  not  be 
approved  in  Australia. 


Question  17. 

(a)  Is  the  method  of  valuation  of    your  company 

fixed  .by  the  instrument  constituting  the 
company,  or  is  it  variable? 

(b)  If  \ariable,   is  this  determined  by   the  Board 

of  Directors? 

Replies. 

1.  (a)  Variable. 
(b)  Yes. 

2.  (a)  It  is  variable. 

(b)  Yes ;  upon  the  advice  of  the  actuary. 

3.  (a)  The  method  of  valuation  is  not  fixed  by  the 

Acts    of     Parliament    under    which    the 
society  is  constituted. 
(b)  It  is  determined  from  time  to  time  by  the 
board  of  directors  on  the  advice  of  the 
actuary. 
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4.  (a)  Variable. 

(d)  It  is  left  to  the  discretion  of  the  directors 
and  actuary. 

5.  (<j)  Variable. 
(b)  Yes. 

6.  (a)  Variable. 

(b)  Yes ;  guided  by  the  advice  of  the  actuary. 

7.  The  principles  of  valuation  are  determined  by 

the  Executive  Council  of  the  Supreme 
Court  at  Toronto,  acting  under  the  advice 
of  the  Actuary. 

9.  (a)  The  method  of  valuation  is  not  fixed  by  the 
instrument  constituting  the  company ;  it 
would  be  unworkable  to  have  it  so  fixed. 
It  must  be  adaptable  to  the  varying  con- 
dition of  the  business.  Some  English 
offices  have  been  hampered  by  a  fixed 
method  in  their  constitutions. 

(b)  It  is  settled  from  time  to  time  by  the  direc- 
tors with  the  advice  of  the  actuary. 

11.  (a)  No  j  it  is  variable. 
{b)  No. 

12.  (a)  Variable. 

(b)  Determined  by  the  board  of  directors  on  ad- 
vice of  oflttcers  of  the  company,  including 
the  actuaries.  The  basis  partly  depends 
upon  the  net  basis  of  the  premium  rate 
and  the  guarantees,  and  partly  upon  the 
valuation  basis  required  by  the  State  of 
New  York. 

13.  (a)  P'ixed  by  the  directors  in  consultation  with 

the  actuary. 
(b)  See  above. 

14.  (a)  Variable. 

{b)  Yes.     Under  the  advice  of  the  actuary. 

15.  (a)  It  is  variable.     See  the    Association's    Ar- 

ticles of  Association,  clause  118. 
{b)  At  the  last  valuation  it  was  left  entirely  to 
the  actuary's  discretion. 

16.  (a)  No;  it  is  variable. 
(b)  Yes. 

i6a.  (a)  It  is  variable. 

(J)  Yes  j  with  the  advice  of  the  actuary. 

17.  (a)  Variable. 
(b)  Yes. 


Question  18. 


What  tables  of  mortality  are  used  in  the  valuation 
of  your  company's  liabilities? 

Replies. 

1.  See  answer  to  question  3  in  Valuation  Report 

for  1906  herevvith. 

2.  Ordinary  department — H"  . 
Industrial  department : 

Life  policies —English  Life,  No.  3. 
P  ure  E  ndow  ments — Peerage . 

3.  The  tables  of  mortality   used  in  the  valuation 

were: — "  The  Institute  of  Actuaries  H" 
Table  "  for  all  assurances  except  contin- 
gent assurances,  and  for  contingent  annui- 
ties. "  The  Carlisle  Table  "  for  contin- 
gent assurances,  and  for  endowments  com- 
bined with  contingent  annuities.  "  The 
Peerage  Table "  for  all  other  endow- 
ments. The  Government  experience 
Table  (1884)  for  all  annuities  other  than 
contingent. 


In  the  Industrial  Department,  a  table  based  on 
the  experience  of  male  lives  in  New  South 
Wales  and  Victoria,  as  shown  by  the  cen- 
suses of  1 89 1  and  1 90 1,  and  the  deaths 
during  the  years  1890  to  1902  inclusive. 

4.  H " ,     Peerage,     British     Government    Annuity 

(1884)  Experience. 

5.  H»  and  Carlisle. 

6.  The  table  of  mortality  compiled  under  the  aus- 

pices of  the  Institute  of  Actuaries  of 
Great  Britain  and  Ireland,  and  the 
Faculty  of  Actuaries  in  Scotland  desig- 
nated the  0^'  Table,  was  used  for  almost 
the  whole  of  the  assurance  business  at  the 
last  valuation  of  the  Society's  liabilities. 
For  the  annuity  business,  the  tables  com- 
piled bv  the  same  authorities,  designated 
the  O'^'"^  andO'"*)  were  used.  For  a 
few  classes  of  policies,  such  as  children's 
endowments,  the  Peerage  and  Carlisle 
Tables  were  more  appropriate  and  more 
convenient  for  use. 

7.  For  Life  Assurances  the  Institute  of  Actuaries 

H"  Table;  for  sickness  assurances,  the 
Manchester  Unity  Table  (1866-70). 
9.  The  H»  Table  of  Mortality  for  Assurances; 
the  Government  experience  (1883)  for  An- 
nuities for  policies  in  the  Ordinary 
Branch  ;  and  the  English  Life  Table  No. 
3  Males  for  policies  in  the  Industrial 
Branch. 

II.  At  last  valuation  (;i0.9.()7)  H«  for  Assurance^ 
British  Offices  .4nnuity  Table,  1893. 

•12.  The  American  and  Combined  Experience  for 
standard  business,  the  sesqui-American 
for  semi-tropical  business  and  for  inter- 
mediate policies,  Double  Arnerican  for 
tropical  business  and  for  under-average 
(adjustable  accumulation)  policies,  French 
Annuity  and  McClintock  Annuity  Tables 
for  annuity  business. 

13.  Institute 'of  Actuaries'    Healthy   Males  Tables 

for  Ordinary  Branch  Assurances. 
English  Life  No.   III.    for    Industrial    Assur- 
ances. 

14.  In    the    Industrial    Branch,  we    shall    use    the 

English  Life  Table  No.  3. 
In  the  Ordinary  Branch  the  O"    Table. 

15.  Ordinary  Branch. — O"  • 

Industrial  Branch. — Australian  Males  Table, 
constructed  bv  Messrs.  E.  M.  Moors  and 
W.  R.  Day,  Fs.  LA.,  and  published  in 
the  Journal  of  the  Institute  of  Actuaries, 
Volume  XXXVI. ,  p.    151. 

16.  Ordinary.     O"     and    Government    Annuitants, 

1883. 
Industrial.      English  Life,  No.  3. 

I 6a.   Ordinary-     O"    and    Government    Annuitants, 
1883. 
Industrial.     English  Life,  No.  3. 

17.  The  Institute  of  Actuaries  H"    Table. 


Question  19. 
Do  you  consider  that  English  mortality  tables  fur- 
nish a  satisfactory  basis  for  the  valuation 
of  Australian  business — 

(a)  For  assurance  contracts. 

(b)  For  annuity  contracts? 

Replies. 
I.  (a  &  6)  I  consider  them  the  best  available. 
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Yes.  The  variation  between  the  table  compiled 
by  Moors  and  Day,  which  I  believe  is,  so 
far,  the  best  gauge  to  Australian  experi- 
ence, and  the  English  Life  Tables  is  so 
small  that  it  does  not  seem  that  there 
would  be  much  difference  if  an  Australian 
table  was  used. 

(b)  There  is  not  sufficient  evidence  that  the  mor- 
tality among  old  lives  in  Australia  is 
greater  or  less  than  in  England,  so  I  am 
afraid  I  cannot  answer  this  query  satis- 
factorily. 

{a)  Yes. 

{b)  Yes. 

(a)  Yes. 

(b)  Yes. 
{a)  Yes. 


b^'ing     more       4 


Australian     mortality 
favorable  on  the  whole. 
(b)  Yes. 

6.  (a)  Yes. 
{b)  Yes. 

7.  {a)  Yes. 
{b)  Yes. 

9.  (a)  Yes. 
{b)  Yes. 

No  mortality  table  can  accurately  reflect 
the  mortality  which  will  be  experienced  in 
any  given  community,  and  it  therefore 
simply  serves  as  a  measure.  It  becomes 
therefore  simply  a  question  of  the  best 
measure. 

11.  {a)  Yes. 
{b)  Yes. 

12.  {a)  We  should   think   that    either    English    or 

American  mortality  tables  would  be  a 
satisfactorv  basis  for  the  valuation  of. 
Australian  business. 
ib)  We  are  not  in  a  position  to  state,  because  we 
have  not  seen  any  Australian  experience 
of  annuitants,  but  would  consider  that  the 
recent  British  Offices'  Annuity  Tables 
would  be  satisfactory. 

13.  (a)  Yes. 

(b)  No  experience  of  such.  Opinion  is,  there- 
fore, worthless. 

{a)  Yes. 

{b)  Yes. 

{a)  I  am  advised  : — For  Ordinary  Branch  As- 
surance contracts.  Yes ;  but  not  for  Indus- 
trial Branch  contracts. 

{b)  The  paucity  of  numbers  living  at  advanced 
ages  in  Australia  precludes  the  giving  of 
anv  definite  opinion. 
16  {a)  Yes. 

{b)  Yes. 
i6a.  {a)  Yes,    they    are    sufficiently    satisfactory,    as 
the  general  experience  of  Australian  offices 
is  that  their  mortality  is  more  favorable. 

(b)  Yes. 
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Question  20. 

Would  it  be  better  to  investigate  the  experience  of 
the  Australian  companies  with  a  view_  to 
the  construction  of  reliable  Australian 
tables  ? 

Replies. 

1.  Yes,  I  think  so. 

2.  It  would  certainly  be  interesting  to  know  how 

Australian  experience  compares  with  that 
of  English  offices ;  but  it  is  questionable 
whether  such  a  table  would  be  reliable, 
owing  to  the  unduly  large  proportion  of 
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recently  assured  lives  to  the  total.  This 
being  so,  it  is  doubtful  whether  the  ex- 
pense of  such  an  investigation  would  be 
justified. 
3.  I  do  not  see  much  advantage  at  the  present 
time  in  the  construction  of  mortality 
tables  from  the  experience  of  the  Aus- 
tralian companies  for  the  purpose  of  being 
used  in  valuations.  The  experience  of 
the  British  companies  is  much  more  exten- 
sive, and  therefore  probably  more  reli- 
able; and,  moreover,  the  large  mass  of 
subsidiary  tables  in  existence  founded 
upon  British  mortality  renders  it  com- 
paratively easy  to  make  valuations  on  that 
iDasis. 

In  course  of  time  the  experience  of  Australian 
companies  will  no  doubt  become  sufficiently 
extended  and  matured  for  this  purpose, 
but  in  the  meantime  the  experience  of  the 
British  offices  is  the  best  available. 

It  could  not  possibly  do  any  harm. 

I  think  not. 

I  do  not  think  there  is  any  necessity. 

I  do  not  think  an  investigation  into  the  mor- 
tality of  assured  lives  in  Australia  would 
give  sufficiently  reliable  tables  for  use  in 
valuations  of  life  offices.  The  experience 
available  cannot  be  said  to  be  of  such  a 
nature  as  would  correctly  forecast  the 
future.  The  rate  of  lapse  has  been  ab- 
normally high  in  past  years,  and  this  rate 
has  tended  to  keep  under  observation  a 
body  of  lives  with  a  very  high  percentage 
comparatively  near  to  selection.  No 
doubt  as  time  goes  on,  business  will  settle 
down  to  normal  conditions ;  but  in  my 
opinion  it  will  be  many  years  before  there 
will  be  sufficient  data  to  form  the  basis  of 
reliable  tables. 

I  don't  think  it  is  necessary. 

We  are  not  in  a  position  to  reply. 

It  is  highly  desirable  to  examine  Australian  ex- 
perience, and  to  investigate  then  its  re- 
liability. It  is  by  no  means  certain  that 
Australian  experiences  to  date  would  give 
a  reliable  guide  as  regards  the  future. 

It  would  provide  an  interesting  comparison,  but 
I  doubt  whether  the  resulting  tables 
would  be  used  in  preference  to  the  Eng- 
lish tables. 

I  am  advised  that  such  an  investigation  would 
be  desirable;  but  until  completion 
it  would  be  difficult  to  say  how  far  it 
would  be  reliable.  The  paucity  of  the 
data  at  the  advanced  ages  would  be  a 
serious  difficulty. 

Ultimately,  yes;  but  the  difference  between  an 
Australian  table  and  those  in  use  would 
probably  not  be  very  great,  and  it  vi^ould 
hardly  be  worth  while  to  undertake  so 
much  work  for  so  small  a  result. 
1 6 A.  If  cost  were  no  consideration,  it  would,  of 
course,  be  better;  but  it  would  probably 
not  be  worth  the  expense. 
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Question  21. 

ou  consider  that  such  a  course  would  be  desir- 
able, what  means  would  you  suggest  for 
giving  effect  thereto? 

Replies. 
Bv  the  combined  experience  of  Assurance  Com- 
panies. 
See  answer  to  Xo.  20. 
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4-  When  the  proper  time  arrives,  no  doubt  the 
actuaries  of  the  Australian  offices  will 
deal  with  the  question  on  behalf  of  their 
companies. 

£.  Appoint  a  capable  officer  and  get  the  data  from 
the  various  offices. 

9.   See  answer  to  question  20. 

12.  See  answer  to  No.  20. 

13.  Appoint  a  board  consisting  of  :  Representatives 

from  Australian  companies,  representa- 
tives from  the  Government,  representa- 
tives from  the  Australian  Actuarial  Coun- 
cils, and  Institutes. 

14.  It  would  be  necessary  for  the  offices  to  combine, 

and  provide  their  experience  (on  cards)  to 
a  central  committee. 

15.  Through  the  Life  Offices'  Association,   assisted 

by  Government  subsidy  towards  the  cost. 
This  would  insure  the  best  actuarial  skill 
being  employed  for  the  construction. 

16.  Follow  the  .same  method  as    adopted    for    the 

tables  now  in  use,  so  that  a  correct  com- 
parison could  be  made. 
i6a.  The  method  employed  for  the  latest  English 
tables  in  each  case  should  be  adopted  so 
that  there  would  be  a  basis  for  a  strict 
comparison  between  the  two. 


Question  22. 

Is  the  English  Life  Table  No.  3,  which  is  based 
on  the  mortality  experience  of  the  general 
population  of  England  and  Wales  for  the 
period  1837-53,  frequently  used  for  the 
valuation  of  industrial  liabilities  in  Aus- 
tralia ? 

Replies. 

1.  I  am  not  aware. 

2.  I  believe  it  is. 

3.  Yes. 

4.  Yes. 

5.  Can't  say. 

6.  I  have  had  no  personal  experience  of  industrial 

insurance  business  in  Australia.     I  am  not 
in  a  position  to  say  what  the  practice  is. 

7.  I  do  not  know. 

9.  The  English  Life  Table  No.  3  is  the  one 
usually  employed  in  the  valuation  of  in- 
dustrial liabilities  in  Australia.  It  is,  I 
think,  the  most  reliable  table  at  present 
for  such  a  purpose. 
10.   See  reply  to  question  7  {a) 

12.  We  are  not  familiar  with  the  method  of  valua- 

tion of  industrial  policies  in  Australia. 

13.  Yes. 

14.  Yes. 

15.  Yes. 

16.  Yes. 
i6jl.  Yes. 


Question  23. 

If  so,  would  an  experience  of  the  population  of 
Australia  be  more  in  accord  with  Aus- 
tralian conditions? 

Replies. 

1.  See  reply  to  21. 

2.  Yes,  if  the  Australian  conditions  are  sufficiently 

settled  to  be  a  fair  criterion  as  to  the 
future. 

3.  A  table  of  mortality  deduced  from  Australian 

experience  is  more  suitable  for  use  in 
connexion  with  Industrial  Life  Assur- 
ance in  Australia  than  a  table  deduced 


from  English  experience  would  be,  and 
a  table  deduced  from  Australian  experi- 
ence has  been  specially  constructed  for 
use  in  connexion  with  this  Society's  In- 
dustrial  Department. 

4.  Possibly,  when  sufficiently  matured,    but    it    is 

evident   that   great   exactitude  cannot   be 
obtained   when  it  is  borne  in  mind  that 
Australia  includes  tropical,   sub-tropical,  • 
and  temperate  climates. 

5.  Can't  say. 

6.  Probably  it  would. 

9.  I  do  not  think  a  table  based  on  the  mor- 
tality experience  in  Australia  would  be 
at  ail  suitable  or  reliable.  The  mortality 
of  the  general  population  has  not  yet 
settled  down  to  a  normal  condition,  and 
I  think  it  will  be  many  years  before 
there  will  be  sufficiently  reliable  data  for 
the  formation  of  an  Australian  Mortality 
Table. 
10  See  reply  to  question  7  {a). 

12.  See  answer  to  No.  22. 

13.  See  answer  to  No.  20. 

14.  Not   necessarily.       Owing   to   the   heavy    lapse 

rate,  an  Industrial  Company's  valuation 
can  never  give  a  \'ery  exact  view  of  its 
position.  The  English  Life  Table  No.  3 
has  at  least  the  advantage  of  being  a 
Standard  Table  for  such  valuations. 

15.  I  am  advised  that  the  rates  of  mortality,  es- 

pecially at  the  younger  ages,  shown  by 
the  English  Life  Table  No.  3  are  in  ex- 
cess of  those  shown  by  the  Australian 
Table  of  Messrs.  Moors  and  Day  used  by 
this  Association,  and  that  in  consequence 
the  policy  reserves  of  the  English  Life 
Table  are  generally  too  low.  An  Aus- 
tralian experience  ought  to  exclude  tropi- 
cal risks  to  be  of  value.  A  copy  of  the 
Australian  Table  of  Messrs.  Moors  and 
Day  is  sent  herewith. 

16.  Yes,  but  I  doubt  if  there  would  be  very  much 

difference  shown. 
i6a.  Yes,   but  there  is  no  great  necessity  for  in- 
curring the  expense. 


Question  24. 

What  rates  of  interest  does  your  company  assume 
in  making  its  valuations  of — 

(a)  Assurances, 

(b)  Annuities, 

(c)  Endowments? 

Replies. 

1.  See  Investigation  Report  for  1906  herewith — 

3J  per  cent. 

2.  (a)  3I  per  cent. 
(b)  No  annuities. 

{c)  3i  per  cent.,  except  in  a  few  old  policies, 
'  where  the  total  premiums  received,  with 
4  per  cent,  interest,  was  reserved. 

3.  In  the  Ordinary  Department — 

{a)  3  per  cent,   for  participating  assurances  is- 
sued since  ist  January,  1903. 
3I  per  cent,  for  those  prior  to  that  date. 
4  per  cent,  for  non-participating  assurances. 

{b)  3  per  cent,  for  all  annuities  except  con- 
tingent annuities  combined  with  endow- 
ments, for  which  4  per  cent,  is  used. 

(e)  3  per  cent,  for  endowments  certnin,  4  per 
cent,   for  Children's  endowments. 

In  the  Industrial  Department,  3I  per  cent,  for 
industrial  policies. 
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(a) 

(b) 

ic) 

i6A.(a) 


(b) 

(c) 

17.   (a) 

(b) 


3J  per  cent. 
3*  per  cent. 
3^  per  cent, 
per  cent. 

3  J  per  cent. 
3 J  per  cent. 
3 J  per  cent. 

4  per  cent,  throughout. 
This  Society  has  no  annuities. 
This  Society  has  no  endowments, 
the  Ordinary  Branch  at  last  valuation   tlie 

rate  of  interest  assumed  in  the  valuation 
of  all  contracts  was  3  per  cent.,  with 
the  exception  of  contracts  issued  since 
ist  January,  1906,  when  the  rate  as 
sumed  was  2f  per  cent.  In  the  Indus- 
trial Branch  the  rate  of  interest  assumed 
was  3^  per  cent. 

At  30.9.07,  3!  per  cent,  per  annum. 

At  30.9.07,   3J  per  cent,  per  annum. 

At  30.9.07,  3J  per  cent,   per  annum. 

3  per  cent.,  3I  per  cent.,  and  4  per  cent. 
— 59  per  cent,  at  3  per  cent.,  4  per  cent, 
at  3^  per  cent.,  and  37  per  cent,  at  4 
per  cent. 

Annuities  issued  prior  to  1898  at  4  per  cent., 
and  those  issued  in  1898  and  succeeding 
years  at  3^  per  cent. 

See  answer  to  {a). 

3i  per  cent. 

3I  per  cent. 

(Industrial)  3^  per  cent,  will  be  used. 

(Industrial)  3J  percent,  will Tje  used. 

3^   per  cent..    Industrial   Branch. 

4  per  cent.,   Ordinary  Branch. 

It  has  no  annuities. 

4  per  cent.,  except  for  the  few  short  dated 
endowments,  for  which  6  per  cent,  was 
used. 

3  per  cent. 

3   per  cent. 

3  per  cent. 

Ordinary,  3  per  cent.  Industrial,  3  per 
cent  in  the  last  published  valuation ;  3J 
per  cent,  in  internal  annual  valuations, 
this  rate  having  been  adopted  con- 
tinuously for  the  last  eight  years  so  as  to 
maintain  uniformity  in  the  series. 

3  per  cent. 

See  answer  to  Question  24  (a). 

3  per  cent. 

3  per  cent. 


Question  25. 

(<j)  What   do   you  consider   fair  rates  on   interest 

for  such  purposes  in  Australia? 
(b)  Give  reasons  for  your  opinion. 

Replies. 

1.  (a)  3 J-  per  cent. 

(b)  I  think  it  a  safe  rate  at  present. 

2.  (a)  This    depends    upon    the    company,  but  I 

think  any  rate  up  to  4  per  cent,  is  allow- 
able. 
(b)  The  average  interest  earned  by  Life  Offices 
in  Australia  is  about  4I  per  cent.  This 
rate  has  not  varied  much  for  some  years, 
and  there  seems  to  be  no  immediate  pros- 
pect of  it  falling. 

3.  (a)  I  consider  the  above  rates  (mentioned  in  re- 

ply to  Question  24)  suitable  for  such  pur- 
poses in  Australia. 
(b)  Australian   Companies    generally    earn    an 
average   rate   of   about   4J   per  cent,    on 
their  invested    funds,     and   it    may    be 


safely  assumed  that  an  average  of  not 
less  than  4  per  cent,  will  be  earned  for 
a  considerable  time  to  come.  Conse- 
quently, non-participating  policies  may 
be  fairly  valued  on  that  basis.  As  re- 
gards participating  business,  it  is  desir- 
able to  use  a  somewhat  lower  rate,  in 
order  that  there  may  be  a  margin  of 
profit  between  the  rate  realized  and  that 
assumed  in  the  valuation.  And,  seeing 
that  the  general  tendency  of  interest  in 
the  long  run  will  probably  be  down- 
wards, it  is  considered  advisable  to  fur- 
ther strengthen  the  reserves  by  putting 
aside  all  new  business  in  the  Ordinary 
Department  on  a  3  per  cent,  basis.  In 
the  case  of  this  Society,  all  such  policies 
issued  since  ist  January,  1903,  have  been 
so  valued. 

4.  (a)  si   per  cent. 

(b)  In  fixing  the  rate  of  interest,  the  first  con- 
sideration is  to  take  a  safe  rate  and  one 
which  in  the  meantime  leaves  a  margin 
for  profit.  If  this  margin  shows  signs 
of  reduction  it  is  desirable,  for  business 
purposes,  to  strengthen  it  by  fixing  a 
lower  rate  of  interest,  thus  improving  the 
security  and  preserving  the  margin  of 
interest  for  future  profit.  This  is  evi- 
denced bv  the  recent  alteration  by  most 
companies  in  the  rate  fixed,  from  4  per 
cent,  to  3I  per  cent.  When  a  safe  rate 
has  been  fixed,  any  reduction  of  that 
rate  is  largely  a  question  of  expediency. 

5.  (a)  4  per  cent. 

(b)  The  average  rate  realized  by  the  various 
offices  is  more  than  i  per  cent,  in  excess 
of  this.  If  an  office,  however,  has 
reason  to  assume  that  its  earnings  will 
be  less  than  5  per  cent.,  it  should  as- 
sume a  lower  valuation  rate. 

^-  («)  3^  per  cent. 

(b)  It  is  desirable  that  the  base  rate  used 
should  allow  a  slight  margin  on  the  side 
of  safety^  and  the  experience  of  invest- 
ments in  other  more  settled  countries  has 
induced  me  to  form  the  opinion  that 
3^^  per  cent,  is  the  best  rate  to  adopt, 
after  a  careful  consideration  of  all  the 
circumstances. 

?•  W  3I  per  cent.,  for  perfect  safety. 

(b)  AJn  experience  of  the  investments  of 
Friendly  Societies. 

9.  (a)  The  rates  we  use  are  fair,  and  I  think  that 
it  would  be  quite  safe  to  assume  any  rate 
not  greater  than  4  per  cent.,  of  course 
always  assuming  that  the  assets  yield  over 
4  per  cent.,  and  first-class  assets  should 
yield  this  amount  for  many  years  in  Aus- 
tralia. 

(b)  The  rate  of  interest  realized  by  companies 
in  Australia  should  for  many  years  to 
come  exceed  4  per  cent.,  and  where  the 
premiums  are  fairly  loaded  a  4  per  cent, 
pure  premium  valuation  might  be  looked 
upon  as  a  fair  standard  of  stability.  But 
it  is  an  advantage  to  value  at  a  lower 
rate,  as  the  effect  is  to  create  a  reserve  for 
future  distribution  of  profits.  Of 
course,  besides  pro\'iding  for  a  more 
satisfactory  distribution  of  profits,  the 
lower  the  valuation  rate  the  larger  the 
reserves,  and  therefore  the  stronger  the 
financial  position  of  the  Company. 
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II-  («)  si  per  cent,  per  annum. 

(*)  There  is  no  difficulty  in  obtaining  sound  in- 
vestments that  yield  over  4  per  cent,  per 
annum,  and,  as  far  as  I  am  able  to 
judge,  this  condition  is  likely  to  continue 
for  many  years.  By  valuing  at  3^  per 
cent,  an  ample  margin  is  left  for  fluctua- 
tions. 

12.  (a)  This   is    a    question    for    Australian    Com- 
panies to  answer. 
{b)  See  answer  to  (a). 

13-  (a)  3h  per  cent.  u,    u    ,     ^    a 
(b)  3J  per  cent,  or  more  can  reasonably  be  looked 

forward  to  for  a  long  time  in  the  future; 
a  higher  rate  is  doubtful;  a  lower  rate 
tends  to  sacrifice  the  interests  of  pre- 
sent policy-holders  who  die  early  >n 
favour  of  those  who  live  long,  since  a 
low  rate  of  interest  requires  bigger  re- 
serves to  be  held  now  and  involves  a 
smaller  amount  being  available  for  pre- 
sent bonuses. 

14-  («)  3i    per  cent,    is   a    "fair"    rate,   providing 

that  an  ordinary  office  earns  at  least  4^ 
per  cent.  An  industrial  office,  paying 
no  bonus,  could  make  a  valuation  at  the 
rate  of  interest  it  is  earning. 
{b)  With  bonuses  paying  "  Ordinary"  offices,  a 
x^i  per  cent,  interest  margin  should  !/e 
maintained.  With  Industrial  Companies 
such  interest  margin  is  actually  unneces- 
sary. 

15.  {a)  4  per  cent,  is  fair  for  old  business  at  low 

rates  of  premium,  but  3J  per  cent,  should 
be  used  for  newer  contracts. 
{b)  The  general  trend  of  the  money  market  in 
Australia  and  the  yield  of  Government 
securities  of  the  States,  which  keeps 
close  to  3I  per  cent. 

16.  {a)  4  per  cent,   would  be  ample,   but  if  some 

offices  go  to  a  low  rate  competition  forces 
others  to  follow  the  lead. 

{b)  There  is  no  difficulty  in  securing  invest- 
ments of  a  gilt-edged  character,  paying 
at  least  4  per  cent,  over  a  long  period 
of  years,  even  from  30  to  40  years.  If 
municipalities  find  it  necessary  to  pay 
such  a  rate,  it  is  likely  that  a  return  of 
over  that  sum  will  be  easily  obtained 
from  private  borrowers. 
I  6a.  (a)  4  per  cent,  would  be  quite  sufficient. 
Lower  rates  are  adopted  merely  to  pro- 
vide a  factor  of  safety. 

{b)  The  rate  of  interest  obtainable  from  Go- 
vernment debentures  should  hold  good 
as  the  rate  obtainable  on  mixed  invest- 
ments for  many  years  to  come.  Person- 
ally, I  am  not  in  favour  of  valuing  at 
low  rates  of  interest,  but  in  advising  the 
Society  actuarially  I  am  not  prepared  to 
set  up  my  personal  opinion  against  the 
general  modern  trend  of  actuarial  prac- 
tice, which  I  consider  to  be  towards  un- 
necessary  stringency. 


Question  26. 


(a)  Do   you   consider   such   low   rates   of   interest 

as,  say,  2^  per  cent.,  desirable;  and,  if 
so,  why  ? 

(b)  Give  reasons  for  your  opinion. 

Replies. 

I.   (a)     No. 

(b)  Because  I  think  it  is  safe  to  take  3^  per 
cent. 


2.  (a)  This   depends  altogether  upon  the  rate  of 

interest  earned  and   likely  to  be  earned 
by  the  company  concerned. 

3.  (a)  No. 

{b)  The  effect  of  using  such  a  low  rate  of  in- 
terest would  be  to  create  unnecessarily 
large  reserves,  and  thus  to  withhold 
from  immediate  division  a  large  amount 
of  profit,  so  that  present  policy-holders 
would  be  to  a  certain  extent  deprived  of 
their  legitimate  share  of  profits  for  the 
benefit  of  a  future  generation. 

4.  (a)  and  (b)  For  the  reasons  stated  in  answer  to 

Question  25,  2J  per  cent.,  may,  under  cer- 
tain conditions,  be  an  expedient  rate. 

6.  (a)  No. 

(b)  The  lower  the  rate  of  interest  used,  the 
greater  will  be  the  amount  reserved,  and 
therefore  the  smaller  the  amount  dis- 
tributed as  profits  amongst  the  existing 
policy-holders.  To  pile  up  an  unneces- 
sary fund  is  obviously  inequitable  so  far 
as  present  policy-holders  are  concerned. 

/•  («)  No. 

(b)  Too  great  a  tendency  to  undervalue,  and 
the  results  would  not  be  borne  out  by 
experience. 

9.  (a)  I  do  not  consider  such  a  low  rate  as  2  J 
per  cent,  desirable  under  prevailing  con- 
ditions. 
{b)  It  would,  in  my  opinion,  reserve  too  much 
profits  for  the  future,  and  while  th"e 
effect  would  be  to  make  the  Company 
exceptionally  strong,  it  would  have  the 
effect  of  giving  less  to  policy-holders 
falling  out  in  the  early  future.  The 
same  effect  is  produced  if  unnecesary  re- 
serves are  created  in  the  balance-sheet. 

11.  (a)  Na 

(b)  See  Question  25. 

12.  (a)  Such    low     rates    may     be     desirable     for 

British  and  Australian  companies  which 
use  the  compound  reversionary  bonus 
system,  but  not  for  American  companies. 
(b)  The  State  of  New  York  does  not  permit 
us  to  use  a  lower  rate  of  interest  than 
3  per  cent. 

13.  (a)  No. 

(b)  It  requires  unduly  large  reserves  and  unduly 
small  bonuses  at  start.  It  sacrifices  the 
interests  of  those  who  die  soon  and  thereby 
defeats  the  main  purpose  of  life  assurance. 

14.  (a)  I   consider   it    "desirable,"   but   not   neces- 

sary. 
(b)  Because,  other  things  being  equal,  the  office 
valuing  at  a  low  rate  will  pay  the  larger 
bonus,  and,  as  it  is  improbable  that  a 
further  reduction  will  be  necessary,  no 
great  variation  should  take  place  in  the 
bonuses  in  future. 

15.  (a)  No. 

(b)  I  am  advised  that  the  reason  for  the  adop- 
tion of  such  low  rates  is  not  the  actu- 
ary's anticipation  that  such  a  rate  is  all 
that  can  be  counted  on  for  the  future, 
but  his  anxiety  to  provide  for  the  con- 
tinuance of  a  present  high  rate  of  bonus 
which  a  decreasing  interest  rate  would 
tend  to  reduce.  The  actuary  accord- 
ingly sets  aside  a,  portion  of  the  surplus 
he  would  have  under  a  normal  valuation 
rate  to  build  up  increased  reserves,  the 
interest  on  which  will  supply  the  bonus 
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of  the  future.  In  other  words,  he  de- 
prives present  policy-holders  of  a  por- 
tion of  the  profits  which  have  been  con- 
tributed by  them  in  order  to  provide  for 
a  future  generation  who  have  contribu- 
ted to  the  profit  fund  to  a  less  extent. 
1 6.  (a)  No. 

■b)  It  is  unreasonably  low,  and  gives  a  much 
larger  margin  of  safety  than  is  neces- 
sary. It  benefits  future  policy-holders 
rather  than  the  existing  ones. 

i6\{a)  Personally,  I  do  not,  because  there  is  no 
prospect  of  such  becoming  a  prevailing 
rate  of  interest  in  future  in  Australia. 
{b)  I  hold  that  a  present  over- stringent  valua- 
tion sacrifices  the  existing  policy-holders 
for  the  benefit  of  the  future.  However, 
the  existing  policy-holders  get  the  benefit 
of  a  good  advertisement  and  of  the 
power  to  attract  fresh  assurers,  and  to 
that  extent  it  is  desirable  for  any  one 
Society  to  go  beyond  its  rivals  in  strin- 
gency of  valuation ;  but  if  all  were  kept 
on  the  same  footing  this  feature  would 
not  arise. 


Question  27. 

Is  the  valuation  of  your  company's  liabilities — 
{a)  a  pure  net  premium  valuation ; 
{b)  a  modified  net  premium  valuation   (Sprague's 

or  other  modification) ; 
{c)  is  it  one  in  which  a  proportion  of  the  gross 

premium  is  valued  ? 

Replies. 

1.  A  pure  premium  valuation. 

2.  A  modified  net  premium  valuation. 

3.  It  is  strictly  net  premium  valuation  in  the  Or- 

dinary department.  In  the  Industrial 
department  a  modified  net  premium  valua- 
tion is  made,  for  description  see  answer 
to  Question  29. 

4.  A  pure  net  premium  valuation. 

5.  Sprague's    valuation    for    whole    life   cases,    a 

modified  net  premium  valuation  for  others. 

6.  {a)  For  a  very  small  portion  of  the  policies  of 

the  society. 

{b)  Yes.  The  greater  proportion  of  the  policies 
are  valued  by  a  modified  net  premium 
valuation,  generally  known  as  Sprague's. 

(<;)  No. 

7.  See  reply  to  Question  12. 

9.   Ordinary  branch.     The  valuation  is  conducted 
on  an  absolutely  pure  net  premium  basis. 
Industrial  branch.     The  basis  is  partly  pure  net 
premium  and  partly  gross  premium. 

11.  {b)  Yes. 

12.  The  valuation  is  a  pure  net  premium  valuation, 

the  mean  reserve  being  used.  We  do  not, 
however,  follow  the  British  custom  of  as- 
certaining separately  the  present  value  of 
the  sum  insured  and  the  present  value  of 
the  net  premiums,  tables  having  been  pre- 
pared showing  the  mean  net  reserve  per 
thousand  of  insurance.  The  requirement 
to  report  annually  in  accordance  with  the 
British  method  causes  us  very  great 
labour,  and  does  not  give  any  information 
of  value. 

13.  In  Ordinary  Branch  Life  business  a  pure  net 

premium  for  all  business  one  year  or  more 
in  force,  an  arbitrary  reserve  for  business 
under  one  year  in  force  is  made. 


In  Industrial  Branch  Life  business  the  first  six 
months  is  ignored,  and  then  every  policy 
is  supposed  to  be  re-assured  with  the 
office  at  its  then  attained  age,  which  on 
the  average  is  the  office  age  at  entry. 

In  Ordinary  Branch  and  Industrial  Branch  En- 
dowment Assurance  policies  are  grouped 
into  five-year  groups,  18,  19,  20,  21,  22 
— all  considered  at  age  20,  and  valua- 
tion then  used  to  nearest  half-year. 

14.  A  valuation  of  the  Ordinary  Branch  will  not  be 

made  till  19 14,  and  although  a  net  pre- 
mium valuation  will  then  be  made,  I  am 
unable  to  give  fuller  particulars.  In 
the  Industrial  department  a  proportion  of 
the  gross  premium  will  be  valued. 

15.  Ordinary  Branch — Method  {b). 
Industrial   Branch — Method  (c). 

16.  Questions  27,  28,  29.     I  attach  a  copy  of  our 

returns,  as  lodged  with  the  Victorian  Go- 
\ernraent,  giving  the  information  asked 
for. 

The  valuation  was  made  at  30th  Sep- 
tember, 1905,  upon  principles  determined 
by  the  Actuary   in   accordance  with  the 
Articles  of  Association,   as  follows : — 
The  policies  were  valued  in  classes. 
The  valuation  age  for  whole-life  poli- 
cies was  the  age  at  entry  next  birth- 
day added  to  the  nearest  number  of 
years  in  the  duration  of  the  policy.^ 
For   Endowment  Assurance    the    poli- 
cies were  grouped  according  to  unex- 
pired terms,    and  the  valuation  _  age 
for  each  group  was  obtained  by  divid- 
ing the  sum  of  the  products  of  indi- 
vidual ages  and  individual  sums  as- 
sured by  the  total  sum  assured,  and 
taking  the  next  higher  integral  age. 
k  full  year's  premium  was  assumed  to 
be  due  in  each  case  in  the  Ordinary 
Department.      In  the  Industrial  De- 
partment  continuous    functions   were 
used. 
Lives  rated  up  were  dealt  with  at  their 

real  age. 
In  the   Ordinary   Department  the  O^' 
Table  of  Mortality,  with  3  per  cent, 
interest,   was  used  for  valuing  poli- 
cies of  assurance,  and  the  Government 
Annuitant's  Table,  1883,  with  3  per 
cent,   interest,   was  used  for  valuing 
the  annuities. 
In  the  Industrial  Department  the  Eng- 
lish Life  Table  No.   3,   with  3  per 
cent,  interest,  was  used  for  valuing 
whole-life  assurances,  whilst  endow- 
ment    assurances     and    endowments 
were  valued  by  accumulating  the  net 
premiums  tor  a  period  equal  to  fifteen 
months  less  than  the  actual  duration 
of  the  policies  at  3  p)er  cent,   com- 
pound interest. 
The  net  premiums  valued  in  the  Ordi- 
nary Department  were  the  pure  pre- 
miums derived  from  the  0  *■  Table  at 
3  per  cent.,  except  for  policies  less 
than  one  year  old,  to  which  no  lia- 
bility was  assigned. 
In  the  Industrial  Department  the  net 
premiums  were  in  every  case  taken  as 
two-thirds  of  the  office  premiums. 
The  proportion  of  the  annual  premium 
income  reserved  for  future  expense  is 
12.6  per  oent.  in  the  Ordinary  De- 
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partment  and  33^  per  cent,    in    the 
Industrial    Department.       The    pro- 
portion  of   single   and    limited    pre- 
mium business  is  so  small    that    no 
special  provision  was  made  to  adjust 
them   in   regard   to   future  expenses 
and   profits. 
i6a.  Ordinary.     At  the  date  of  the  last  publication 
in  1905  a  pure  net  premium  valuation,  ex- 
cept that  no  liability  was  assigned  to  poli- 
cies of  less  than  one  year's  duration,  and 
subject  to  a  modification  explained  in  an- 
swer to  Question  29  {c). 

Industrial.     At  the  date  of  last  publication  in 
1905   a  special   form    of    valuation    was 
adopted,  suited  to  the  fact  that  the  poli- 
cies for  valuation  had  an  average  dura- 
tion of  less  than  three  years.    The  method 
of  valuing  a  proportion  of  the  gross  pre- 
mium  was   used   for   whole   life   policies 
and  a  combination  of  that  method,  with  a 
modification    similar    to     Sprague's,    for 
policies  containing  the  endowment  feature. 
The  position  of  the    Industrial    depart- 
ment of  the  society  was  gauged  by  the 
Actuary  from  the  results  of  anuual  valua- 
tions made  by  him.       These  have    con- 
tinuously, for  the  last  eight  years,  been 
made  on  a  3^  per  cent,  basis.     For  Whole 
Life  business    net    premiums    were    two- 
thirds  of  the  gross  premiums,  and  nega- 
tive values  were  excluded.       For  all  poli- 
cies having  a  date  of  maturity  the  liability 
was  calculated    by    accumulating    for    a 
period  equal   to  one  year   less   than  the 
duration  of  each  policy  that  net  premium 
which  would  provide  the  maturity  value 
ot  the  policy  in  a  period  equal  to  one  year 
less  than  the  original  term  of  the  policy. 
In  view  of  the  snort  average  duration  of 
the  policies  to  be  valued  it  was  considered 
satisfactory  if  the  annual  valuations  dis- 
closed  a  rate  of   progress    towards    this 
basis  of  valuation,   which    would    enable 
the  Industrial  department  to  reach  it  by 
1910.     The  annual  valuations  gave  satis- 
factor)'  assurance  of  this,  and  the  special 
valuation,   as  published,   was  framed  on 
very  simple  lines  to  indicate  how  far  pro- 
gress had  been  made  towards  this  result. 

17.  Net  premium. 


14.  The  proportion  will  probably  be  from  15  to  30 

per  cent.,  according  to  the  nature  of  the 
table.  The  policies  are  arranged  under 
"  age  attained,"  and  scheduled  accord- 
ing to  durations.  Those  durations  giving 
negative  values  are  then  excluded. 

15.  An  average  of  32.3  per  cent,  at  last  valuation. 
Experimental  calculations  are  made  beforehand 

to  determine  whether  the  proportion 
selected  produces  negative  values.  If 
such  is  found  to  be  the  case  the  propor- 
tion of  loading  is  increased  to  prevent 
their  inclusion. 

16.  See  reply  to  Question  27. 

i6a.  .Speciar  calculations  for  each  age  where  nega- 
tive values  could  arise  is  made,  and  the 
shortest  duration  at  which  positive  values 
arise  for  each  age  is  determined.  Policies 
of  less  duration  are  first  omitted  from  the 
valuation.  Subsequently  they  are  valued 
separately,  and  the  value  of  the  future 
net  premiums  is  made  equal  to  the  value 
of  the  reversions,  so  that  upon  substrac- 
tion  no  liability  results  and  negative  values 
are  excluded. 


Question  28. 
If  the  last-mentioned,  what  proportion  of  the  gross 
premium  is  valued,  and  what  provision  is 
made  in  valuation   for   the  exclusion   of 
negative  values? 

Reflies. 

3.  In  view  of  the  last  answer,  this  question  does 
not  apply  to  this  society. 

7.  See  reply  to  Question  27. 

9.  The  Industrial  branch  contracts  not  yet  placed 
upon  a  pure  net  premium  basis  were 
valued  with  a  deduction  from  the  gross 
premium  varying  from  30  per  cent,  to  37 i 
per  cent.  All  policies  of  the  same  age  at 
entry  and  duration  were  valued  together, 
and  all  negative  values  then  shown  were 
excluded.  A  pure  net  premium  3^  per 
cent,  valuation  will  be  made  of  the  In- 
dustrial business  at  the  next  valuation. 

13.  See  reply  to  Question  27. 


Question  29. 
In  connexion  with  the  valuation  of  the  liabilities  of 
your  company — 
(a)  What  method  (if  any)  of  grouping  policies  for 
valuation  is  adopted  ? 

(b)  How  is  tiie  valuation  age  determined  ? 

(c)  What  due  date  is  a.ssumed  for  premiums? 

(d)  What  age  is  assumed  for  under-average  lives  ? 
(r)  (i)  What  rate  of  mortality  is  used  in  comput- 
ing net  valuation  premiums  ? 

(2)  What  rate  of  interest  is  used  in  computing 
net  valua.tion  premiums? 
(/)  What  extent  of  loading  on  single  and  limited 
payment  policies  is  reserved  for  future  ex 
penses  and  profits.' 

Re-plies. 

1.  (a)  Each  policy  is  valued  separately. 

{b)  Investigation    made  as   at   31st   December. 
Those  born    from    ist    January    to    30th 
June   taken   at   age  next  birthday — from 
ist  July  to  31st  December  at  actual  age. 
(c)   ist  Julv.  ' 

id)  The  actual  age  with  original  loading  added. 
{e)  (i)  As  per  the  Institute  of  Actuaries  Tables. 

(2)  2)\  per  rent. 
(/)  A  percentage  of  liability  has  been  specially 
reserved,  the  amount  so  reserved  at  the 
1906  valuation  being  jQi,SOi  us.  lod. 

2.  (a)  According  to  present  age. 

{b)  According  to  nearest  birthday  at  date  of 
valuation. 

{c)  Next  premium  is  assumed  to  be  due  six 
months  hence. 

{d)  The  true  age — extra  premium  being  assumed 
to  cover  extra  risk  year  by  year. 

{e)  (i)  H«  . 

English  Life  Table  No.  3. 
Peerage. 
(2)  3i  per  cent. 

(/)  The  whole  of  the  loading  on  future  pre- 
miums with  an  additional  reserve  on  ac- 
count of  past  premiums. 

3.  {a)  Ordinary   whole-life   policies  are  valued   in 

classes  according  to  the  ages  attained  at 
31st  December.  Endowments  assurances 
are  valued  in  classes  in  a  similar  manner, 
the  policies  being  divided  into  those  ma- 
turing at  each  quinquennial,  as  from  25  to 
75  inclusive. 
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(b)  The  valuation  age  is  determined  by  adding 
to  the  age  next  birthday  at  which  the 
policy  was  issued,  the  number  of  years  the 
policy  has  been  in  force ;  periods  of  six 
months  and  less  than  twelve  months  are 
considered  one  full  year,  and  those  of  less 
than  six  months  are  disregarded.  In  the 
Industrial  Department  periods  of  less 
tlian  twelve  months  are  disregarded. 

(c)  The  next  payments  of  premium  are  held  to 
be  due  six,  three,  one  and  half  months, 
or  half  a  month  after  the  date  of  valua- 
tion according  as  the  premiums  are  pay- 
able yearly,  half-yearly,  quarterly,  or 
monthly.  Premiums  payable  weekly  were 
assumed  to  be  payable  monthly. 

The  rated-up  age. 

(i)  The  same  as  shown  in  the  answer  to 
question  i8. 

(2)  The  same  as  shown  in  the  answer  to 
question  18. 

The  loading  in  such  cases  is  distributed 
equally  over  the  whole  duration  of  the 
contract,  and  the  present  value  of  such 
equalized  loading,  less  the  present  value 
of  the  loading  contained  in  the  premiums 
which  remain  to  be  paid,  is  reserved  for 
future  expenses. 

None.     Valued  individually. 

The  valuation  age  was  determined  by  adding 
to  the  age  at  entry  the  nearest  number 
of  complete  years  for  which  the  policy 
had  been  in  force. 

In  cases  where  the  premiums  are  payable 
yearly,  the  next  payment  was  held  to  fall 
due  six  months  from  the  date  of  the 
valuation,  and  in  cases  where  the  pre- 
miums are  payable  half-yearly  or  quar- 
terly the  next  payment  was  held  to  fall 
due  three  or  one  and  a  half  months  there- 
after respectively. 

(d)  Lives  assured  at  rates  in  excess  of  those  at 

which  the  society  assures  first-class  risks 
were  valued  according  to  their  real  ages. 
The  extra  premiums  received  from  lives  of 
this  class  are  regarded  as  constituting  a 
fund  from  which  to  meet  any  extra  rate 
of  mortality  prevailing  in  it,  and  accord- 
ingly a  reserve  was  made  of  the  propor- 
tion of  the  extra  premium  to  the  date  of 
next  renewal. 

(e)  (i)  H"  "and  Peerage  Tables. 
(2)  3^  per  cent. 

(/)  An  additional  reserve  of  £s,SS7  8s.  was 
made  for  this  purpose.  The  value  of  the 
loading  reserved  on  such  policies  was 
;£'4,28r  8s.  The  additional  reserve  was 
=  82.6  per  cent,  of  the  ^£4,281  8s. 
5.   (a)  See  Actuarial  Report  for  1907  herewith. 

(b)  For  business  issued  prior  to  1902  ;  from  the 

birthday.  For  business  issued  since  1st 
January,  1902;  by  adding  the  duration 
(nearest  integer  method)  to  the  age  at 
entry. 

(c)  In     some     cases     six     months     hence,     all 

premiums.  In  other  cases,  premiums  due 
January  to  June  are  assumed  ist  January, 
and  premiums  due  July  to  December  are 
assumed  31st  December. 

(d)  The    ages     to     w'hich     the     loading  would 

equivalate  them. 

W  (i)  Hm. 

(2)  4  per  cent. 
(/)  An  amount  equal  to  what  would  have  been 
charged      on      similar      premium-paying 
policies. 


6.  (a)  Each  policy  has  in  the    past    been    valued 

separately,  and  no,  grouping  of  policies 
for  the  purpose  of  valuation  was  made, 
except  for  the  sake  of  obtaining  an  inde- 
pendent check  on  the  grand  total,  and  to 
facilitate  the  filling  in  of  the  values  on 
the  various  returns  required  to  be  fur- 
nished under  the  "Life  Assurance  Acts." 
(h)  Seeing  that  the  policies  were  valued  indi- 
vidually, no  determination  of  this  charac- 
ter was  required. 

(c)  No  assumption  was  required. 

(d)  The    extra    premiums    charged    for    under 

average  lives  were  generally  obtained  by 
an  addition  to  the  true  age.  This  same 
addition  to  the  age  was  used  throughout 
all  calculations  in  manner  similar  to  a 
policy  based  upon  the  advanced  age.  In 
special  cases  where  a  fixed  extra  premium 
was  imposed,  generally  for  a  hazardous 
occupation,  such  as  a  mariner,  six  months' 
premium  was  reserved,  which  would  more 
tlian  co\er  the  risk  for  the  unexpired  por- 
tion of  the  risk  for  which  the  last  pre- 
mium had  been  paid — the  policy  being 
valued  at  the  true  age. 

(if)  (i)  The  .same  table  of  mortality  as  is  used 
in  making  the  valuation  of  the  society's 
liabilities. 
(2)  3 1  per  cent. 

(/)  This  varies  according  to  the  table.  In  the 
ca.se  of  some  tables  the  loading  is  distri- 
buted etjually  over  the  whole  term  of  the 
policy,  and  a  portion  of  the  loading  re- 
ceived in  the  past  on  account  of  limited 
premium  policies  is  reserved  for  the 
period  when  all  premiiuns  shall  have  been 
paid  up.  In  the  case  of  some  other 
tables,  it  is  recognised  that  after  pre- 
miums have  ceased  there  is  only  a  very 
small  expense  necessary  in  connexion  with 
the  policy,  and  a  smaller  portion  of  the 
loading  than  the  equalized  portion  is  re- 
reserved  for  that  period. 

7.  (a),    (b),    (c),    (d),    and    (e)    (i)    See   reply    to 

Question  12. 

(e)  (2)  4  per  cent. 

(/)  There  are  no  extra  premiums  for  life  risks, 
as  physically  impaired  lives  are  invariably 
rejected. 

9.  Ordinary  Branch.  (a)  and  (b)  Lives  assured 
under  Whole  of  Life  policies  were  as- 
sumed to  be  born  on  the  31st  December 
in  the  year  of  birth,  reckoned  from  the 
I  St  July  to  30th  June.  Lives  assured 
under  Endowment  Assurances  were 
grouped  according  to  the  age  at  maturity, 
and  sub-grouped  according  to  the  year  of 
final  anniversary.  The  age  at  valuation 
was  then  taken  as  the  age  next  birthday 
at  entrv  plus  the  difference  between  the 
valuation  year  and  the  year  of  final  anni- 
versarv.  This  grouping  was  based  upon 
the  established  fact  that  the  periods  be- 
tween the  true  age  and  age  next  birthday 
at  entry,  and  between  the  date  of  entry 
and  the  end  of  the  year  of  entry,  were  on 
the  average  practically  identical.  In 
cases  where  the  policies  were  payable  at 
the  end  of  a  fixed  term  of  years  suitable 
adjustments  were  made. 
The  above  is  the  method  of  grouping  ap- 
plied to  the  main  sections  of  the  business. 
The  methods  were  suitably  modified  and 
applied  to  smaller  classes  where  deemed 
advisable. 
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(c)  Premiums  were  all  assumed  to  fall  due  on 
ist  January,  and  the  actual  balance  of 
premium  up  to  next  renewal  date  w-as 
added  to  the  reserve. 

(</)  The  lives  were  assumed  to  be  of  the  age 
next  birthday  at  entry  for  which  the 
premiums  payable  were  charged. 

(«)  (i)!!"  Table  of  mortality. 

(2)  3  per  cent,  and  2f  per  cent. 
Note. — In  certain  endowments  mortality  was 
excluded  altogether,  and  the  sinking  fund 
premium  at  interest  only  was  used. 

(/)  The  portion  of  loading  considered  necessary 
was  estimate.]  and  reserved. 

Industrial  Branch,  (a)  Lives  were  assumed  to 
be  born  in  the  middle  of  the  year  of  birth 
and  to  enter  in  the  middle  of  the  year  of 
entry,  and  thus  to  be  of  an  integral  year 
of  age  at  the  valuation  date. 

{b)  The  valuation  age  is  obtained  by  adding  to 
the  age  next  birthday  at  entr}'  the  dif- 
ference between  the  year  of  entry  and  the 
valuation  year. 

((-)  Continuous  functions  were  used,  which 
means  that  premiums  are  assumed  to  be 
payable  momently,  and  that  the  sum  as- 
sured is  payable  at  the  instant  of  death. 

{d)  The  li^'es  were  assumed  to  be  of  the  age  next 
birthday  at  entry  for  which  the  premiums 
payable  were  charged. 

(c)  (i)  Engli.sh  Life  Table  No.  3,  males,  except 
in  joint  assurances,  where  the    H"    Table 
was  used. 
(2)  3!  per  cent. 

(/)  The  portion  of  loading  considered  necessary 
was  estimated  and  reserved. 
1 1 .  (a)  Whole  life  and  joint  life  policies  are  valued 
in  classes  according  to  age  nearest  birth- 
day at  time  of  valuation.  Endowment 
assurances  were  classed  according  to 
age  at  valuation,  which  was  taken  to  be 
the  age  nearest  birthday  at  entry,  with 
the  addition  of  the  time  elapsed  to  date 
of  valuation. 

{b)  See  above. 

(c)  jI  months  from  date  of  valuation. 

(d)  Under  Whole  Life  policies,  the  age  corre- 

sponding to  premium  charged. 
Under  Endowment  Assurances,  the  real  age. 
(O(t)Hm. 

(2)  3!  per  cent. 

(/)  Tiie  loading  in  such  cases  is  treated  as  dis- 
tributed equally  over  the  whole  term  of 
the  policy. 
T2.   (a)   Policies  are  grouped  by  years  of  issue,  by 
kind,  and  bv  age  at  issue. 

(b)  The  valuation  age  is  the  age  at  issue,  plus 
the  number  of  policy  years  completed, 
plus  half  a  year.  It  is  not  required  in 
our  method  of  valuation. 

(<■)  As  the  policies  are  all  valued  at  the  end  of 
the  year,  it  is  assumed  that  the  premiums 
on  the  average  were  due  at  the  middle  of 
the  year ;  that  is,  that  one-half  of  the 
year's  premium  had  been  earned. 

(d)  As  already  mentioned,  special  tables  of  mor- 

tality are  used  for  the  valuation  of 
policies  issued  to  under-average  risks, 
with  the  exception  of  tliose  policies  issued 
with  an  advance  in  age  on  the  Annual 
Dividend  Plan,  in  which  case  the  policy 
is  carried  as  if  the  rate-up  age  were  the 
true  age. 

(e)  (i)  Our  method  of  valuation   assumes  that 

the  net  premiums  are   on    the    valuation 
basis  of  mortality  and  interest. 
(2)  See  (e)  (i). 
(/)  The  entire  future  loadings. 


13.  (a)  See  reply  to  Question  27. 

(b)  See  reply  to  Question  27. 

(c)  Actual  date. 

(d)  The  rated  up  age. 

(e)  (i)  Ordinary  branch.     Healthy  males. 

Industrial  branch.  English  Life  No.  3. 
(2)  3 J  per  cent. 
(/)  In  the  case  of  the  Limited  Payment  policies 
in  the  Ordinary  branch  these  policies  were 
(at  the  1907  valuation)  placed  on  the 
same  footing  as  regards  future  expenses 
and  profits  as  corresponding  policies  of 
the  same  ages  and  durations  with 
premiums  payable  for  life. 

14.  (a)  Industrial  policies. 

Whole  Life.     See  an.swer  to  No.  28. 

Endowment    Assurances.     Grouped    accord- 
ing to  year  of  maturity  and  average  age 
obtained  by  Manly's  method. 
(h)  Industrial  policies. 

An  entrant  is  assumed  to  attain  his  age 
(n.b.d.)  at  entry  in  the  31st  December  of 
that  year. 

Ordinary  policies. 

The  nearest  age  at  entry  will  be  taken. 

(c)  Continuous  functions  will  be  used  in  the  Iiv 

dustrial  branch. 

(d)  None  are  accepted  in  the  Industrial  branch. 

(e)  (i)  See  answers  18  and  27. 
(2)  See  answer  24. 

(/)  We  have  none  of  these  policies  in  the  In- 
dustrial branch  except  Endowments, 
which  are  valued  by  accumulation. 

15.  (a)  Whole  of  life. 

Ordinary  branch — age  nearest  birthday. 
Industrial  branch — age  next  birthday. 
Endovvment  Assurance. 

Ordinary  branch — office  years  of  maturity. 
Industrial     branch — calendar     years     of 
maturity. 

(b)  Endowment  assurances. 
Ordinary  branch. 

Bv  the  deduction  of  the  future  duration  of 
the  policies  from  the  average  age  at 
maturity  in  the  group.  In  determining 
such  av-erage  age,  weight  is  given  to  the 
sum  assured. 

Industrial  branch. 

Bv  deduction  of  the  future  duration  from 
the  central  maturity  age  of  each  of  the 
sub-groups  into  which  the  original  groups 
are  divided. 

(c)  Ordinary  branch — six  months. 

Industrial  branch — continuous  values  are 
used. 

(d)  Real  age. 

(e)  (i)  0»     for  the  Ordinary  branch.  Not  com- 

puted directly  for  the  Industrial  branch. 
(2)  4  per  cent.  Ordinary  branch. 

(/)  The  loading  is  distributed  equally  over  the 
whole  duration  of  the  contract  and  the 
present  value  of  such  loading,  less  the 
present  value  of  the  loading  contained  in 
the  premiums  which  remain  to  be  paid,  is 
reserved  for  future  expenses  and  profits. 
r6.   See  reply  to  Question  27. 

r6A.  (a)  Ordinary. — For  Whole  Life  Policies  group- 
ing is  made  according  to  age  attained. 
For  Endowment  Assurances  grouping  is 
according  to  imexpired  term. 
Industrial. — For  Whole  Life  Policies  group- 
ing is  according  to  age  attained.  For 
other  policies  grouping  is  according  to 
year  of  issue. 

{b)  Ordinary. — For  Whole  Life  Policies  :  Bv 
adding  to  the  age  next  birthday  at  entry 
the  exact  duration  (on  the  averaige)  of 
each  policy.     For  Endowment  Assurances : 
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By  dividing  the  sum  of  the  products  of 
each  amount  assured  and  the  age  attained 
by  the  sum  of  the  amounts  assured  and 
taking  the  next  higher  integer. 
Industrial. — For  Whole  Life  Policies  :  By 
adding  to  the  age  next  birthday  at  entry 
duration  (on  the  average)  of  each  policy. 

(fi)  Ordinary. — The  date  of  the  valuation.  This 
assumption  produces  a  modification  of  the 
pure  net  premium  valuation.  It  was 
made  to  facilitate  a  double  transition 
from  H"  3I  per  cent,  valuation  to  O^ 
,^  per  cent.  It  afforded  a  suitable  inter- 
mediate valuation,  saved  much  work  and 
assisted  in  observing  readily  the  rate  of 
progress  towards  the  0«  3  per  cent,  pure 
premium  valuation  without  any  modifica- 
tion whatever,  which  has  now  been  at- 
tained by  the  Ordinary  department  of  the 
society. 
Industrial. — Continuous  functions  were  used 
in  all  cases  where  this  question  arises. 

(d)  The  rated-up  age. 

{e)  (1)  Ordinary,  O^' . 

(2)  Ordinary. — 3  per  cent. 
hidustrial. — In  1905  a  proportion  of  the 
gross  premium  was  used  throughout.  In 
the  annual  valuations  a  proportion  of  the 
gross  premium  is  used  for  Whole  Life 
Policies,  but  for  policies  having  a  ma- 
turity date  3I  per  cent,  is  used  for  com- 
puting net  valuation  premiums. 

(/)  None,  the  proportion  of  this  class  being  an 
insignificant  fraction  of  the  whole. 


15.  No. 

16.  No. 
i6a.  No. 

17.  Yes 


Question  30. 
Is  any  special  reserve  fund  provided  in  your  Com. 
pan}    for    possible    depreciation     in     the 
value  of  securities? 

Replies. 

1.  Yes. 

2.  Any  depreciation  as    it    arises    is    written    of? 

against  revenue. 

3.  Yes. 

4.  When  the  securUies  were  revalued  in  1896  the 

amount   of   depreciation  was   written  off 
each  security.      No  special  reserve  fund 
was  then  necessary,  and  the  fund  which 
.  now  appears  in  our    accounts    represents 

a  portion  of  the  recoveries  made  in  the 
figures  to  which  securities  were  written 
down  in  1896.  The  securities  unrealised 
have  been  revalued  at  each  succeeding 
distribution  of  surplus,  but  the  revalua- 
tions in  1896  have  in  the  aggregate 
proved  adequate  for  the  purpose. 

5.  No. 

6.  Yes. 

7.  Not  to  my  knowledge. 

9.  No.  Frequent  review  and  writing  down  keeps 
securities  at  bedrock.  A  reserve  fund 
may  be  misleading  unless  the  assets  are 
strictly  wrilten  down  to  bedrock,  and  if 
they  are,  a  reserve  fund  is  unnecessary. 
However,  a  well  managed  life  office 
makes  all  the  necessary  reserves  actuari- 
ally. 

11.  Yes. 

12.  Ua  the    31st    December,     1908,    there    was    a 

Security    Fluctuation    and   General    Con- 
tingencies Fund  of  7,945,842.84  dollars. 

13.  No. 

14.  No. 


Question  31- 
If  sucli  is  provided,  what  is  its  character? 

Replies. 

I.   Suspense  investment. 

3.  The  fund  in  question  is  entirely  reserved  from 

distribution,  and  forms  no  part  of  the 
"surplus"  announced  at  any  valuation 
date,  but  it  is  not  separately  invested 
from  the  other  assets  of  the  Society.  It 
is  added  to  whenever  it  is  thought  that 
any  of  the  assets  have  so  depreciated  as 
to  render  doubtful  their  ultimate  realisa- 
tion at  their  full  book  value,  and  when 
aaiy  of  such  assets  are  finally  realised 
the  amount  held  in  respect  thereof  dis- 
appears from  the  ' '  Reserve  for  possible 
depreciation  of  securities." 

4.  See  reply  to  question  30. 

6.  It  is  the  amount  by  which  the  assets  are  con- 
sidered to  be  sliort  in  value  of  the  book 
values  placed  upon  them  pendiag  realisa- 
tion. 

11.  It  is  a  fund  set  apart  at  the  periodical  valua- 

tions to  provide  for  unforeseen  fluctua- 
tions in  investments. 

12.  No  special  securities  are    laid    aside    for    this 

fund.     It  is  surplus  not  distributed. 

16.  Nil.     No  reserve  is  necessary. 
i6a.  Nil. 

17.  A  contingency  fund. 


Section  V. — Distribution  of  Profits. 

Question  32. 

At  what  intervals  are  distributions  of  profit  made 
by  your  Company  ? 

Replies. 

1.  Triennially  when  profits  are  available. 

2.  Quinquennial. 

3.  At  yearly  intervals. 

4.  Quinquennial. 

5.  Annually. 

6.  Quinquermial,  or  every  five  years. 

7.  There  are  no  distributions  of  profit. 

8.  (^uinquennially. 

9.  Distributions  of  profits  are  made  annually. 

10.  A  distribution  of  profits  is  made  annually  under 

the  direction  of  the  Board  of  Trustees. 

11.  At  intervals  of  three  years.     To  policies  which 

become  claims  during  the  interval  fur- 
ther bonuses  are  allotted  for  each  com- 
pleted year  of  the  interval. 

:  J  The  profits  are  distributed  annuallj-  io  those 
policies  entitle^l  to  share  therein  All 
the  policies  at  present  being  issued  are 
on  the  Annual  Dividend  plan,  but  in 
past  years  the  policies  were  issued  on 
the  Deferred  Dividend  plan,  with 
periods  ranging  from  5  to  40  years, 
as  well  as  on  the  Annual  Dividend  plan. 

13.   Triennially. 

14  Will  be  made  quinquennial ly.  (.See  leply  to 
Question  33.) 


83 


15-   Five   years,    with    interim   bonuses   on    policies 
becoming  claims  during  the  period. 

16.  Every  five  yeais. 
I 6a.   Quinquennially. 

17.  Half-yearly. 

Question  33. 

On  what  basis  are  the  profits  in  your   Company 
distributed  ? 

Replies. 
T.   Sec  reply  to  Question  3. 

2.  Simple  reversionary  bonus  method. 

3.  The  profits   will  be  divided  among   the  nieai- 

bers  entitled  to  participate  as  follows:  — 
(a)  "'Ev    assigning   to   those    policies 
that    remained  in  force  from    the 
last    valuation   the    profit    accrued 
upon    the   valuation    reserves    last 
held    for    the    same,   and    which 
arose  from  the  excess  of  interest 
realized  over  that  at  which  it  was 
assumed     in     the    valuation     they 
would    fructify ;   all   the    reserves 
being  calculated  for  this  purpose 
on  a  3^^  per  cent,  interest  basis.'' 
(,b)  "  By    apportioning    the     remaining 
profit   in   proportion   to  the   load- 
ing contributed,  on  a  3^  per  cent, 
interest  basis,   by  members  in  re- 
spect of  premiums  paid  during  the 
year,  the  loading  contributed  under 
the   more   recently   issued    policies 
being  subject  to  a  deduction  to  pro- 
vide for  the  special  expenses  atten- 
dant   on    the    acquisition    of    new 
business. ' ' 
It  has  been  found  in  actual  practice  that  for 
policies  of   short  duration  this  principle 
is  given  effect  to    by  allotting    a    rever- 
sionary bonus,   varying  according  to  the 
duration  of  the  policy,  but  uniform  for 
each  age  of  entry.      On  the  present  occa- 
sion all  policies  up  to  five  years  in  foroi 
have  been  thus  treated. 

4.  The  principles  upon  which  the  distribution  of 

profits  among  the  policy-holders  is  made 
are  determined  by  the  Directors.  '.)n 
this  occasion  there  is  allotted  to  policit's 
an  amount  in  proportion  to  the  interest 
which  has  been  realised  in  excess  of  3J 
per  cent,  upon  the  mean  of  the  reserve 
held  during  the  quinquennium,  and  th<; 
remainder  of  the  surplus  is  allotted  in 
proportion  to  the  amount  of  loading  con- 
tributed during  the  quinquennium. 

5.  Simple  reversionary  method. 

6.  The  principle    governing    the    distribution    of 

profits  is  that  each  member  shall  partici- 
pate in  the  profits  as  nearly  as  possible 
in  proportion  to  his  respective  interest 
therein,  the  amount  individually  allotted 
being  apportioned — (i)  through  a  con- 
sideration of  the  difference  between  the 
rate  of  interest  realized  and  that  assumed 
in  the  valuation;  and  (2)  in  proportion 
to  the  loading  contributed  within  the 
quinquennium  during  the  existence  after 
the  first  year  of  the  policy. 
9.  The  profits  are  distributed  as  a  percentage  on 
the  sum  assured,  varying  according  to 
the  class  of  policy  and  its  duration. 
II.  The  profits  are  ratably  apportioned  in  propor- 
tion to  the  amount  contributed  towards 
such  profits  by  holders  of  participating 
policies. 


12.  This   question    evidently    involves    an   explana- 

tion of  the  method  of  distribution.  Two 
pamphlets  are  enclosed,  showing  the 
method  of  distribution  on  the  Annual 
Dividend  and  on  Deferred  Dividend 
ix)licies. 

13.  A  simple  reversionary  bonus  of  x  per  cent,  on 

the  sum  a.ssured  for  each  complete  year's 
premium  jjaid. 

14.  The  bonus  will  be  allotted  quinquennially,  but 

will  not  "  vest  "  until  the  premiums  ac- 
cumulated at  4  per  cent,  interest  amount 
to  the  sum  assured, 
'i'he  reserves  for  ' '  unvested ' '  bonuses  on 
claimed  and  lapsed  policies  during  a  quin- 
quinquenniura,  will  swell  the  bonus  on 
surviving  iwiicies  at  the  end  of  the  quin- 
quennium. 

15.  After  making   adequate  reserves   for    all    con- 

tingencies, the  whole  of  the  surplus  duly 
declared  by  the  Directors  to  be  divisible 
will  be  set  apart  for  distribution  amongst 
the  profit-sharing  policy-holders,  and 
may  be  thus  applied : — 

{a)  To  increase  the  sums  assured. 

{b)  To  reduce  the  amount  of  future 
premiums ;  or 

{c)  The  surrender  value  of  the  bonu.s 
may  be  drawn  in  cash. 

16.  Reversionary  bonuses. 

i6a.  On  the  simple  reversionary  bonus  plan. 

17.  On  the  basis  of  the  reduction  of  liability. 


Question  34. 

Is  the  method  of  distributing  profits  in  your  com- 
pany a  fixed  or  variable  one? 

Replies. 

1.  Fixed. 

2.  Variable. 

3.  The  method  of  distributing  profits  is  fixed  by 

the  board  of  directors  on  the  advice  of 
the  Actuary,  and  may,  if  considered  ad- 
visable, be  altered  from  time  to  time. 

4.  Variable. 

5.  Variable,  if  desired. 

6.  Variable,  according  to  the  determination  of  the 

board  of  directors,  but  in  the    past    the 
method  has  been  uniform. 
9.    The  method  is  not  fixed. 

1 1 .  See  reph  to  Question  33. 

12.  Variable. 

13.  Fixed  so  far. 

14.  Fixed. 

15.  It  could  be  varied  by  the  directors  if  the  present 

method   were   found    to    be    inequitable 
«  owing  to  a  change  in  the  basis  of  valua- 

tion. 

16.  Variable. 
i6a.  Variable. 

1 7 .  Variable. 


Question  35. 
What  is  your  opinion  concerning  the  suitability  to 
Australian  conditions   of    the    following 
methods  of  distribution:  — 
{a)  Simple  reversionary  bonus  method; 
{b)  Compound  reversionary  bonus  method ; 
(c)  Contribution  method ; 

{d)  Modified  contribution  method  (Sprague's  or 
other)  ? 
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Replies. 

1.  In  my  opinion  the  compound  reversionary  bonus 

method  is  the  proper  method. 

2.  If  the  premium  rates  charged  and  the  sources 

from  wliich  the  profit  is  derived  give  re- 
sults which  are  equitable,  I  consider  the 
simple  reversionary  bonus  method  the 
most  suitable. 

3.  In    my    opinion    the    "  modified    contribution 

method,"  as  practised  by  this  society,  is 
the  most  equitable,  but  there  can  be  little 
objection  to  the  use  of  any  of  the  other 
methods  here  named,  provided  the  load- 
ing of  the  premiums  on  the  different 
classes  of  policies  is  such  as  to  render 
them  properly  applicable  in  the  case  of 
any  particular  company. 

4.  These  methods  are  all  more  or  less  suitable.     I 

prefer  the  method  described  in  reply  to 
Question  33. 

5.  I  consider  this  is  a  matter  where  there  is  ample 

room  for  divergent  opinions. 

6.  (a)  Not  suitable.     It  has  not  been  suitable  on 

the  basis  of  the  past  history  of  life  assur- 
ance in  Australia. 

(b)  Same  answer  as  to  (a). 

{c)  Suitable. 

{d)  Suitable.  The  method  recommended  by  the 
eminent  British  Actuaries,  Dr.  Sprague 
and  Mr.  Geo.  King,  for  the  use  of  this 
society,  which  was  the  modified  contribu- 
tion method,  has  been  invariably  followed 
in  the  case  of  this  society,  and  is,  I  con- 
sider, a  very  equitable  one. 

7.  I   have  not  had  any  experience  of  any   Bonus 

systems;  I  do  not  feel  competent  to  ex- 
press a  satisfactory  opinion. 
9.  Either  the  simple  or  compound  reversionary 
bonus  method  is  easily  comprehensible  by 
the  general  public,  wliile  the  contribution 
method  gives  a  bonus  which  is  almost 
peculiar  to  the  individual  policy,  and 
therefore  must  be  taken  on  trust  by  the 
outsider.  It  sometimes  leads  to  anoma- 
lies. Its  justification  is  that  it  attempts 
to  deal  out  equity  as  between  policy- 
holders, though  equity  in  bonus  distribu- 
tion is  an  ideal  which  can  never  be  at- 
tained. Rough  justice  is  the  only  thing 
possible,  and  this  the  various  systems  pro- 
perly applied,  do  afford.  The  tendency 
in  Life  Assurance  practice  is  towards  the 
uniform  or  the  compound  reversionary 
bonus,  and  leans  especially  to  the  latter. 
The  chief  difficulty  in  the  way  of  a  fixed 
bonus  system  is  the  varying  premiums 
and  types  of  premiums  which  have  ob- 
tained from  time  to  time,  and  which  it  is 
the  endeavour  of  the  Life  Assurance  man-  • 
agement  to  adju.st  by  means  of  the  bonus 
system.  Which  system  is  best  for  a  par- 
ticular office  is,  therefore,  a  matter  for 
such  office. 

1 1 .  There  is  nothing  in  Australian  conditions  that  I 

know  of  that  makes  any  of  the  methods 
named  specially  suitable.  The  constitu- 
tion of  the  companies  is  an  important  mat- 
ter affecting  the  question.  I  think  the 
modified  contribution  method  is  the  most 
equitable. 

12.  As  a  foreign  company,  we  presume  our  opinion 

is  not  desired. 
15.  This  question  cannot  be  answered  by  any  in- 
dividual. 


14.  (a)  This  method  leaves  out  of  account  one  of 

the  sources  which  have  contributed  to  the 
surplus,  i.e.,  reserves  held  against  exist- 
ing bonuses  on  which  interest  has  been 
earned.  I  should  like  to  add  that  I 
consider  any  method  of  distribution  fair 
so  long  as — 

1.  The  public  understand  it. 

2.  No  change  has  or  will  be  made, 
and  a  new  entrant  knows  what  to 
expect. 

3.  A  change  in  the  bases  of  valua- 
tion will  not  produce  inequalities 
that  are  not  subsequently  cor- 
rected. 

{b)  This  method  enables  one  to  allot  in  a  simple 
manner  bonuses  similar  to  those  which  the 
contribution  method  would  allot.  It  ad- 
mirably meets  the  case  of  Endowment 
Assurances — a  class  with  which  the  con- 
tribution method  fails. 

{c)  My  objections  to  this  method  (or  any  modi- 
fication of  it)  are  that  it  is  cumbrous  and 
difficult  to  apply,  and  as  I  can  get  equally 
satisfactory  results  from  the  compound 
reversionary  system  I  should  always  use 
the  latter  in  preference. 

15.  I  am  advised  that  any  system  is  suitable  pro- 

vided that  the  premiums  are  equitably 
loaded. 

(a)  This  method  has  the  advantage  of  sim- 
plicity for  office  working,  and  can  be 
easily  understood  by  the  policy-holder. 
Offices  commencing  business  or  starting  a 
new  series  would  probably  load  their  pre- 
■  miums  in  such  a  way  as  to  permit  of  this 
being  adopted. 

{b)  Australian  premiums  do  not  seem  to  be  suit- 
ably loaded  for  this  form  of  bonus. 

{c)  and  {d)  These  are  practically  the  only  sys- 
tems open  to  offices  with  old  rates  of  pre- 
miimi,  if  it  is  desired  to  distribute  equit- 
ably between  policies  of  various  classes, 
ages,  and  durations. 

16.  The  simple  reversionary  method  is  to  be  pre- 

ferred. 
i6a.  {a)  This  is  probably  the  most  effective  method. 
{b)  It  is  not  better  than  the  simple  reversionary 

method,  and  entails  more  labour, 
(c)  I  do  not  consider  that  this  method  attains 

the  results  it  claims  to. 
{d)  I  do  not  believe  any  advantage    is    to    be 

gained  by  the  adoption  of  this  method. 


Question  36. 


{a)  Where  valuation  is  annual,  do  you  consider 
that  distribution  of  profit  should  be  made 
annually  ? 

{b)  State  your  reasons  iot  your  opinion. 

Replies. 

1.  (a)  Yes. 

{b)  An  annual  valuation  can  only,  in  my 
opinion,  be  made  for  the  purpose  of  dis- 
tributing the  profits  annually. 

2.  {a)  Not  necessarily. 

{b)  If  profits  are  distributed  annually  it  is  pos- 
sible that  fluctuations  due  to  extraordinary 
causes  might  be  mi,- understood  by  policy- 
holders. 
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4-  (a) 

5-  W 


6.   (a) 


3-  {a)  Although  it  may  be  considered  advisable, 
for  the  sake  of  information,  to  malTe  an- 
nual valuations,  it  is  not,  therefore,  neces- 
sary to  make  annual  distributions  of 
profit. 
{b)  Unless  an  office  is  of  considerable  size,  the 
amount  of  profits  to  be  distributed  an- 
nually would  not  be  large  enough  to 
make  it  worth  while  to  go  to  the  trouble 
and  expense  of  apportioning  a  large  num- 
ber of  very  small  items  of  profit,  and, 
moreover,  the  fluctuations  in  the  total 
amount  of  surplus  earned  from  \ear  to 
year  might  prove  inconvenient. 

Not  necessarily. 

I  have  already  replied  to  this  at  some  length 
in  answer  to  Question  i6. 

I  see  no  objection. 

If  the  profits  are  ascertained  annually 
nothing  is  to  be  gained  by  reserving  them. 
Provision,  of  course,  should  always  be 
made  for  contingencies. 

Not  necessarily. 

It  depends  upon  the  character  of  the  re- 
sults whether  I  would  consider  a  distri- 
bution should  be  made.  If  the  society 
were  so  small  as  to  be  subject  to  violent 
variations  in  the  amount  of  profits  to  be 
distributed  I  would  consider  that  the  dis- 
tribution should  not  be  made  annually. 
7.  (a)  Yes. 

(b)  Please  see  reply  to  Question  37  {b). 
9.  (a)  and  (b)  Where  an  annual  valuation  is  laid 
before  the  public  I  see  no  reason  for  with- 
holding the  distribution  of  the  profits 
disclosed,  unless  under  special  circum- 
stances the  directors  deem  it  wiser  to 
either  apply  the  profits,  or  portion  of 
them,  to  strengthen  the  reserves,  or  with- 
hold them  for  some  probable  contin- 
gency. 

As  a  matter  of  expediency  I  should  say  yes ; 
but  there  is  no  important  principle  in- 
volved. 

No,  it  would  depend  upon  the  terms  of  the 
policy. 

See  {a). 

the  oflFice  is  a  large  one,  so  that  the  in- 
evitable fluctuations  of  mortality  and  other 
profits  make  no  sensible  impression  on 
total  profits,  valuations  may  well  be 
made,  and  bonuses  allotted  annuallv.  In 
a  small  office  the  fluctuations,  though 
actually  small,  are  relatively  large,  and  a 
varying  rate  of  bonus  only  disturbs  the 
confidence  of  the  policy-holder.  A  three 
years'  interval  seems,  in  practice,  to  adjust 
sufficiently  closely  the  varying  eff'ects  of 
the  bonus-earning  forces. 

14.  (a)  No. 

{b)  For  the  reasons  advanced  in  my  answer  to 
question  16,  I  do  not,  unless  a  consider- 
able proportion  of  the  surplus  is  retained 
to  prevent  fluctuation. 

15.  {a)  Not  unless  there  is  ample  safeguard  against 

fluctuation,    but   interim  bonuses  can   be 
made  use  of. 
(b)  See  replies  to  question  16. 

16.  {a)  Yes. 

{b)  I  do  not  think  a  company  should  publish  an 
annual  valuation  until  it  has  attained  to 
such  a  size  as  to  make  sure  of  getting 
fairly  average  results.  In  such  case  there 
could  be  no  objection  to  an  annual  dis- 
tribution of  profits. 


I 6a.  (a)  No,  not  necessarily. 

{b)  The  force  of  policy-holders'  opinion  would 
probably  necessitate  an  annual  distribu 
tion,  if  there  is  a  published  annual  valua- 
tion; but  theoretically  there  is  not  anv 
necessary  connexion  between  the  two. 


II.  (a) 


12.  (a) 

(b) 

13.  If 


Question  37 . 


(a)  What    do   you   consider   the   most   satisfactory 
interval  for  the  distribution  of  profits? 
{b)  State  your  reasons  for  your  opinion. 

Replies. 

1.  (a)  In  my  experience  triennially. 

{b)  I  think  annual  too  short  and  quinquennial 
too  long. 

2.  (a)  Quinquennial. 

{b)  This  depends  upon  individual  companies, 
but  in  the  case  of  a  small  company  the 
expense  of  an  annual  valuation  is  too 
heavy  to  justify  such  a  course.  With 
quinquennial  distribution  of  profits  in- 
terim bonuses  can  be  given,  which  place 
policy-holders  practically  in  the  same 
position  as  if  profits  were  distribute.'l 
yearly. 

3.  (a)  This  depends  very  much  on  the  size  of  the 

company,  and  on  the  total  amount  of 
surplus  accruing  for  division. 
{b)  In  a  company  where  a  large  amount  of 
profit  accrues  every  year  it  may  be  con- 
sidered advisable  to  incur  the  -trouble  and 
expense  of  an  annual  distribution,  but 
in  the  case  of  most  Australian  offices  a 
triennial  distribution  will  probably  be 
found  sufficiently  frequent. 

4.  For  reasons  already  stated  in  answer  to  question 

16   I   prefer  quinquennial  distributions. 

5.  (a)  Annually. 

(^i)  All  financial  institutions  have  yearly  stock- 
takings and  distributions. 

6.  (a)  Three  or  five  years,  according  to  the  charac- 

ter of  the  society  concerned. 
{b)  They  are  practically  the  same  as  those  given 
under  Question  16. 

7.  (a)  Annually. 

lb)  In  order  to  show  the  exact  net  financial  posi- 
tion of  the  society  yearly. 

9.  The  most  satisfactory  interval  to  the  policy- 
holders is,  without  doubt,  one  year,  .but 
in  a  very  young  company,  or  a  very  small 
one,  the  distribution  of  the  whole  of  the 
surplus  disclosed  would  be  injudicious, 
because  of  the  irregularity  of  the  results 
of  consecutive  years,  due  to  the  lack  of 
reliable  averaging  in  a  small  or  new 
business. 

11.  (a)  Three  years,  with  intermediate  bonuses. 
{b)  See  reply  to  Question  16. 

12.  (a)  We  believe  that  companies  should  be  given 

considerable   freedom   of   choice   in    this 
respect, 
(i)  See  (a). 

13.  (a)  Three  years. 

{b)  See  reply  to  Question  36. 

14.  (a)  Quinquennial. 

(*)  See  answer  to  Question  16. 

15.  (a)  In  my  opinion,   five  years. 
{b)  See  replies  to  Question  16. 
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i6.  (a)  It  depends  on  the  size  of  the  company. 
(d)  For  a  small  company  short  intervals  of 
distribution  might  be  detrimental,  as  re- 
sults might  vary,  but,  where  results  could 
be  relied  on,  I  would  favour  annual  dis- 
tributions as  being  a  good  advertisement 
for  the  society. 

I 6a.  (a)  Quinquennially  for  small  societies,  and 
for  large  ones  also,  if  they  so  desire. 
(b)  A  longer  period  gives  a  better  oppor- 
tunity for  a  small  society  to  attain  ,i 
satisfactory  average.  The  larger  the 
society  the  .shorter  the  period  can  be,  with 
due  steadiness  in  the  results. 


Question  38. 
At  the  present  time  is  your  reversionary  bonus  de- 
termined in  any  constant  way  ? 

Replies. 

1.  The  cash  bonus  is  converted  at  the  respective 

ages  of  the  policy-holders. 

2 .  No. 

3.  The  reversionary  bonus  in  our  case  is  derived 

from  the  cash  bonus,  determined  '•^'■^ 
shown  in  the  answer  to  question  33,  and 
is  liable  to  variation  from  year  to  year, 
according  as  the  amount  of  profit  earned 
in  the  year  varies. 

4.  Yes.      It  is  the  equivalent  on  the  valuation  basis 

as  to  mortality,  and  interest  of  the  cash 
bonus  allotted  to  each  policy  as  described 
in  reply  to  question  33. 

5.  Yes. 

6.  It   is  not   a  uniform   reversionary  bonus,    irrc 

spective  of  age,  but  varies  according  to 
the  age  and  table. 

7.  None. 

9.   The   reversionary    bonus   is   based   on   the   H" 
Mortality     Table,     combined     with     the 
valuation  rate  of  interest. 

12.  Our  profits   are   not   distributed   by   the  rever- 

sionary bonus  system. 

13.  Don't  understand  the  question. 

14.  We  have  not    vet    made    a    valuation,    in    the 

"  Ordinarv  "   Branch. 

15.  It  is  determined   as  a  percentage  on  the   sum 

assured  according  to  years  in  force  since 

last  distribution. 
i6a.   The  relation  between  the  cash  for  distribution 

and  the  corresponding  reversionary  bonus 

is  fixed  on  the  same  basis  as  that  of  lhe 

valuation  as  a  whole. 
17.   Fixed  scale  of  guaranteed  bonuses. 


Question  39. 

(a)  Does  your  company  indicate  to  policy-holders 

in  what  way  the  cash  value  of  the  bonus 
is  determined  ? 

(b)  In  what  way  is  such  indication  furnished? 

Replies. 

1.  Total  cash  surplus  is  shown  in  published  state- 

ment,    which    is    furnished    to    policy 
holders. 

2.  (a)  No. 

3.  (a)  Yes. 

(b)  With    each    bonus    certificate   there    is    en- 
closed  a  circular   giving  a  table  of  the 
cash   equivalents   at   various   ages  in   re 
spect  of  each  ;£io  of  reversion  under  the 
principal  assurance  tables. 


4-  (<J)  Yes. 

(b)  By  tables  supplied  showing  specimens  of 
the  values  of  reversionary  bonuses  of 
^10  each,  or  by  individual  quotations 
when  required. 

5-  (a)  Yes. 

(b)  By  printed  actuarial  report  every  three 
years. 

6.  (a)  Their   attention   is  not   specially   drawn   to 

this  question,  as  the  society  endeavours 
to  induce  policy-holders  to  preserve  theii 
bonuses  in  the  form  of  additions  to  die 
sum  assured. 
(b)  The  valuation  report  that  is  sent  to  every 
member  on  the  books  at  the  time  of  dis- 
tribution contains  in  schedule  form  tne 
cash  value  .of  the  reversionary  bonuses 
for  particular  ages  and  durations  of 
policies.  In  that  way  an  approximation 
to  the  relative  cash  value  can  be  ob- 
tained. 

7.  (a)  None. 

8.  (a)  No. 

9.  (a)  Yes. 

(b)  The  company's  prospectus  contains  a  table 
for  approximating  cash  values,  and  the 
returns  made  to  the  various  State  Go- 
vernments contain  examples. 

11.  A  table  of  cash   values  at  various   ages,    and 

under  different  tables,  is  sent  to  policy- 
holders. Specimens  are  also  given  in 
investigation  reports,  which  are  sent  to 
policy-holders. 

12.  (a)  Complete  statement    of    our    methods     ire 

filed     with     several     Governments,     and 
policy-holders    are   alw-ays   given    an   ex- 
planation when  they  desire  it. 
(b)  See   (a). 
i.V   (a)  No  cash  bonuses  paid. 

14.  (a)  It   probably  will   not  do  so  directly. 

(b)  The  information  will  be  obtainable  in  such 
a  publication  as  Stone  and  Cox's  Table*', 
if  the  edition  is  extended  to  Australia. 

15.  (a)  No. 
1(5.  (a)  No. 

(b)  We  furnish  policy-holders  with   a  copy  of 
the  Actuarial  Investigarion  Report. 
i6a.   (a)  Not  in  anv  general  manner. 

(b)  By   furnishing  the   information   to   all   in- 
quirers without  charge. 


Question  40. 

Are  what  are  known  as  the  Tontine  or  Semi-tontine 
methods  of  bonus  distribution  practised 
bv  your  company  ? 

Replies. 

1.  Not  now,  as  Tontine  or  Semi-Tontine  Assurances 

are  not  being  carried  on. 

2.  No. 

3.  No. 

4.  Yes. 

5.  Yes. 

6.  The  society   at  one  time    issued    policies    with 

Tontine  and  modified  Tontine  methods  of 
bonus  distribution,  but  ceased  to  do  so 
about  ten  years  ago. 

7.  No. 

8.  No. 

9.  No,  with  the  one  exception  of  one  class  of  policy 

-  "  The  Accumulation  Gold  Bond  " — of 
which  there  are  600  on  our  books.  Under 
this  class  all  the  profits  allotted  in  any 
year  among  the  particular  division  of  the 
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.  class  are  reserved  until  maturity  of  that 

division  and  divided  among  the  survivors. 
The  company  now  guarantees  on  all  such 
policies  it  issues  that  the  rate  of  profits 
allotted  at  each  distribution  shall  be  not 
less  than  that  allotted  at  the  same  dis- 
tribution to  ordinary  Endowment  Assur- 
ance policies. 

10.  For  a  number  of  years  prior  to   ist   January, 

1907,  this  company  issued  deferred  divi- 
dend policies,  providing  for  a  bonus  dis- 
tribution at  the  end  of  five,  ten,  fifteen, 
or  twenty  years,  according  to  the  period 
selected  by  the  insured.  Since  that  date, 
however,  a  standard  form  of  policy  has 
been  adopted,  providing  for  a  bonus  dis- 
tribution at  the  end  of  each  policy  }ear. 

11.  No. 

12.  We  do  not  have  any  Tontine    policies    on    our 

books.  Prior  to  1907  we  granted  poli- 
cies under  which  dividends  were  deferred 
for  a  period  of  year.s.  Since  ist  January, 
1907,  all  policies  are  issued  on  the  annua! 
dividend  plan. 

13.  No. 

14.  The  company  has  adopted  what  is  known  as  the 

"  Scottish  Provident  Scheme  "  in  its  en- 
tiretv.  and  will  defer  all  bonuses  until 
the  premiums  accumulated  at  4  per  cent, 
amount  to  the  sum  assured. 

15.  An  experiment  in  this  direction  was  made  with 

one  table  of  Double  Endowments.  It  was 
not  particularly  successful,  and  has  been 
discontinued.  There  are  only  about  150 
policies  under  it  on  the  books. 

16.  No. 
i6a.  No. 


14.  I  do  not  anticipate  any.  -  Our  policy  is  ex- 
tremely clear  on  the  subject,  and  we  now 
have  a  complete  system  of  inspection. 


15.  None. 


Question  41. 


Tf  so,  have  ^ou  heard  of  anv  complaints  concern- 
ing mi.srepresentation  by  agents  in  con- 
nexion with  policies  issued  subject  to  such 
bonuses  ? 

Re  flies. 

T.  Some  complaints  have  been  made  by  policy- 
holders regarding  all  classes  of  policies. 

^.  Does  not  require  answer. 

4.  There  have  at  times  been  complaints  concerning 
alleged  misrepresentations  by   agents   not 
only  in  connexion  with  policies  issued  sub- 
ject to  such  bonuses,  but  in  connexion  with 
other  policies.     I  have  personally  investi- 
gated some  of  such  complaints,  and  have 
generallv   found  them  to  be  based  upon 
an  erroneous  recollection  on  the  part  of 
the  policy-holder.        T   have  no  recollec- 
tion of  any  such  alleged  misrepresentations 
referring    to   the    question     of     deferred 
bonuses. 
Misrepresentations. 
Yes. 
No. 

9.  No. 

TO.  There  have  been  complaints  regarding  such  mis- 
representations, but  misrepresentation  by 
agents  is  not  confined  to  policies  of  this 
description,  as  every  company  has  experi- 
ences of  this  nature  with  unscrupulous 
agents. 

T2.  Yes,  but  many  of  the  cases  are  not  the  fault  of 
the  agents,  but  of  the  forgetfulness  or 
misunderstanding  of  the  insured. 

13.   No. 


16.   See  reply  to  Question  40. 
I  6a.  See  reply  to  Question  40. 


Question  42. 
What  length  of  time  must  a  participating  policy  in 
your  company  be  in  force  before  it  be- 
comes entitled  to  share  in  the  distribution 
of  profits? 

Reflies. 

1 .  All  participating  policies  in  force  at  the  date  of 

valuation  share  in  the  profits  declared. 

2.  Every  participating  policy  in  force  at  date  of 

valuation,  irrespective  of  its  duration,  is 
entitled  to  share  in  profits. 

3.  In  the  Ordinary  department  it  has  a  bonus  al- 

lotted to  it  at  the  end  of  the  year  of  issue. 
In  the  Industrial  department  no  policy  is 
entitled  to  a  share  in  the  profits  until  it 
has  been  five  jears  in  force. 

4.  Policies  participate  from  their  date  of  issue. 

5.  Immediately. 

6.  Two  years. 

7.  No  such  policy  in  this  society. 

8.  Various,  according  to  Table  under  which  insur- 

ance is  effected. 

9.  Policies  participate  from  the  commencement  of 

the  contract. 

10.  See  reply  to  Question  40. 

11.  Twelve  months. 

12.  Since  ist  January,   1907,  all  policies  issued  by 

the  company  are  on  the  annual  dividend 
plan.  This  company  attaches  a  notice  to 
all  policies  issued,  as  follows  : — 

"  Notice  to  Policy-holders  Regarding 
Dividends.  The  Insurance  Law 
of  New"  York  requires  that  the 
company  shall  annually  ascertain 
and  distribute  the  surplus  appor- 
tioned to  all  policies  issued  on  and 
after  ist  January,  1907.  To  pre- 
vent misunderstandings,  the  offi- 
cers of  this  company  think  it  pro- 
per to  state  that  as  policies  do  not 
earn  any  surplus  in  the  first  year 
year  of  their  existence  there  will 
probably  be  no  dividend  paid  upon 
a  policy  taking  effect  on  and  after 
in  until  the  anniversary 

of  the  policy." 

13.  From  issue  of  policy. 

14.  See  reply  to  Question  40.     (Till  the  premiums 

accumulated  at  4  per  cent,  amount  to  the 
sum  assured.) 

15.  From  the  commencement  in  the  Ordinary  branch. 

In  fifteen  years  in  the  Industrial  branch. 

16.  One  year. 

t6a.  One  year  for  the  most  part. 


Qtiestion  43. 

What  time  elapses  from  the  issue  of  a  participating 
policy  in  your  company  before  bonuses 
vest? 

Replies. 

1.  All  policies  completed  and  in  force  on  the  date 

of  investigation  participate. 

2.  Three  years. 

3.  Two  years  in  the  Ordinary  department. 
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4-  Unless  otherwise  stipulated  in  tlie  policy 
bonuses  vest  on  payment  of  tlie  premium 
for  the  second  year. 

5.  Three  years. 

6.  At  least  two  years. 

9.  Bonuses  vest  immediately  in  case  of  death,  but 
have  a  cash  or  surrender  value  after 
policy  has  been  three  years  in  force. 

10.  Under  deferred  dividend  policies  the  bonuses 
vest  at  the  end  of  the  selected  period,  but 
under  the  Standard  Form  of  Policies  is- 
sued subsequent  to  ist  January,  1907, 
bcHiuses  are  declared  and  vest  one  year 
from  date  of  issue  and  annually  there- 
after. 

n.   Two  years. 

12.  See  reply  to  Question  42. 

13.  One  year. 

14.  See  replies  to  Questions  40  and  42. 

15.  Tliree  years. 

16.  Bonuses  vest  immediately  the  bonus  certificate 

is  granted. 
i6a.   The  bonus  vests  immediately  on  the  issue  of 
the  certificate. 

17.  When  the  company   was  carrying    on    business 

policies  with  bonuses  had  additions  made 
at  the  decennial  periods  of  ten,  twenty, 
thirty,  and  forty  years. 


Section  VI. — Non-forfeiture. 

Question  44. 

{a)  Is  there  any  provision  in  your  company  for 
rendering  a  policy  indefeasible  (except 
in  the  case  of  fraud)  after  the  lapse  of  a 
specified  time? 

(b)  In  what  wav  is  this  set  out  for  the  information 
of  policy-holders. 

RefUes. 

1.  (a)  No. 

2.  (a)  No. 

3.  (a)  Yes. 

(b)  By-law  No.  8  of  the  society  provides  : — 

"  Every  policy  now  effected  or  here- 
after to  be  effected  with  the  society 
(provided  the  age  of  the  assured 
shall  have  been  admitted)  shall, 
upon  the  expiration  of  five  years 
from  the  date  of  the  assurance, 
and  upon  the  assured  having  at- 
tained thirty  years  of  age,  be  ex- 
empt from  forfeiture  in  all  cases 
except  fraud,  unless  previously  to 
the  expiration  of  such  five  years 
any  misstatement,  error,  mistake, 
omission,  or  suppression  shall  be 
ascertained  by  the  society,  and 
notified  in  writing  to  the  person  in 
whose  name  such  policy  shall 
stand." 

4.  (a)  No. 

5.  (a)  This  society's  policies  are  indefeasible  when 

issued. 
(b)  It  is  stated  in  the  policy. 

6.  (a)  Such  a  prtjvision  exists  as  from  the  date  of 

issue  of  the  policy.  Suicide  within  thir- 
teen months  only  excepted.  Of  course, 
the  whole  contract  is  subject  to  the  con- 
tinued payment  of  premiums. 
(h)  It  is  stated  in  all  the  prospectuses  of  the 
society,  the  following  wording  appearing 
therein : — 

"  All  policies  are  unconditional,  un- 
challengeable, and  indefeasible  on 
any   ground   whatever   (fraud   and 


suicide  within  thirteen  months  from 
date  of  policy  alone  excepted),  and 
persons  once  assured  may  change 
their  residence  or  occupation,  and 
may  voyage  to  or  travel  in  any  part 
of  the  world  without  the  necessity 
of  notice  to  the  ofl&ce,  or  payment 
of  any  extra  premium.  (In  par 
ticular  cases,  where  a  specific 
extra  risk  is  involved  from  the  out- 
set, special  conditions  may  be  im- 
posed.)" 

7.  (a)  No. 

8.  (a)  I  think  so. 

(b)  I  presume  in  prospectus. 

9.  (a)  No. 

{b)  Policies  in  our  company  are  considered  in- 
defeasible, unless  for  fraud,  once  they  are 
issued,  with  the  exception  that  we  do  not 
admit  liability  if  death  of  assured  under 
an  Ordinary  branch  policy  result  from 
suicide  within  thirteen  months  of  date  of 
issue.  We  have  not  found  it  necessary 
to  have  a  provision  re  suicide  in  the  In- 
dustrial branch  policies. 

10.   (a)  Yes. 

(b)  The  following  clause  is  contained  in  our 
policy  contract : — 

"  Incontestability. — This  policy  shall 
be  incontestable,  except  for  non- 
payment of  premiums,  provided 
two  years  shall  have  elapsed  from 
its  date.  This  policy  and  the  ap- 
plication herefor,  copy  of  which  is 
indorsed  hereon  and  attached 
hereto,  constitute  the  entire  con- 
tract between  the  parties  hereto. 
All  statements  made  by  the  insured 
shall,  in  the  absence  of  fraud,  be 
deemed  representations  and  not 
warranties,  and  no  such  statement 
of  the  insured  shall  avoid  or  be 
be  used  in  defence  to  a  claim 
under  this  policv,  unless  contained 
in  the  written  application  herefor, 
copy  of  which  is  indorsed  hereon 
or  attached  hereto." 
Ti.  (a)  Our  policies  are  indefeasible  from  the  date 
of  issue,  except  on  the  ground  of  fraud, 
or  suicide  within  thirteen  months  of 
issue. 

(b)  The  terms  of  the  policy  are  simply  stated, 
but  thev  contain  no  special  statement  re- 
garding indefeasibility.  There  is  such  a 
statement  in  our  prospectus. 
12.  (a)  Yes,  for  many  years  policies  were  issued 
incontestable  from  date  of  issue,  but  we 
have  commenced  to  make  them  contestable 
one  year  from  issue. 
As  a  part  of  the  policv  contract  itself. 
No. 

The  policies  are  drawn  clearlv  and  concisely. 

Yes.      Thev    are    immediatelv    indefeasible 

(except  in  the  case  of  fraud  and  suicide). 

In  the  prospectus,  and  condition  6   on  the 

policv  as  to  suicide. 
Yes.  After  a  policv  has  been  three  years 
in  force,  should  the  policy-holder  be  un- 
able to  pay  his  premiums  when  due,  it 
will  not  be  allowed  to  lapse  so  long  as 
the  surrender  value  of  the  policy  is  suffi- 
cient to  pay  the  overdue  premium. 
(b)  See  Ordinary  Branch  prospectus,  page  5. 
and  clause  5  of  terms  and  conditions  of 
Ordinary  Branch  policy. 
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16.  (a)  The  policy  is  indefeasible  from  its  date. 
(b)  By  leaflet  and  table  of  rates. 

I  6a.  (a)  The  policy  is  indefeasible  (except  in  the  case 
of  fraud)  from  the  date  of  issue. 
(5)  The  fact  is  set  forth  in  the  society's  tables 
of   rates   and   leaflets   issued   to  new  in- 
surers. 

17.  (a)  "  Should   no   misstatement   or   untrue   aver- 

ment on  the  part  of  the  assured  be  dis- 
covered by  the  directors  withui  seven 
\ears  from  the  date  of  the  policy,  they 
will,  in  their  discretion,  on  application 
of  the  assured,  by  special  indorsement 
on  the  policy,  declare  it  indisputable  and 
indefeasible." 
(b)  Indorsed  on  each  policy. 


Question  45. 

In  the  event  of  non-payment  of  premiums  is  the 
surrender  value  applied  to — 

(a)  Automaticallv  pay  future  premiums ; 

(b)  Provide  paid-up  policies ;  or 

(c)  Provide  in  some  other  specified  way  for  non- 

forfeiture. 


Ref)lies. 

1.  (a)  Yes. 
(b)  No. 
(<r)  No. 

2.  In  the  Ordinary  Department. 

Automaticallv  pay  future  premiums. 
In  the  ^Industrial  Department. 

Policy-holders  may  obtain  a  paid-up  policy 
after  five  years.  We  have,  however,  re- 
recently  introduced  into  our  prospectus  a 
table  under  which  paid-up  policies  will 
automatically  be  granted. 

3.  (a)  In  the  Ordinary  Department  it  is  applied  to 

automatically  pay  future  premiums. 

(b)  On  the  member's  application  it  may  be  used 

to  provide  a  paid-up  policy  in  place  of 
being  applied  as  above.  In  the  Indus- 
trial Department  it  will  only  be  applied 
in  this  way. 

(c)  Does  not  require  answer. 

4.  (a)  Yes,  in  some  instances. 

(b)  Yes,  in  some  Instances. 

(c)  Yes,  in  some  instances. 

5.  (a)  If  an^-  surrender  value  exist.  Yes. 

(b)  and  (c)  Only  when  requested  by  members. 

6.  (a)  Yes. 

(b)  Only  by  the  request  of  the  policyholder. 

(c)  No,  unless  a  loan  on  a  policy  to  enable  the 

assured  to  pay  premium,  be  considered  a 
feature  under  this  heading. 

7.  This  society  has  no  surrender  values  whatever. 
9.   Ordinary  Branch. 

(a)  Speaking  generally,  the  ordinary  premiums 
are  automatically  advanced. 

(c)  In  some  instances  the  contract  is  converted 
into  a  term  assurance  for  the  full  sum  as- 
sured as  clearly  indorsed  on  the  policy. 

Industrial  Branch. 

After  a  policy  has  been  five  years  in  force  a 
fully  paid-up  policy  is  obtainable;  or 
should  it  be  desired  to  fully  reinstate  a 
lapsed  policy,  this  may  be  done  at  any 
time  up  to  two  years  from  lapse  on  pay- 
ment of  overdue  premiums  without  in- 
terest or  fine  of  any  kind  provided  the 
assured  be  in  good  health  and  of  good 
habits. 


»o.  Under  the  Standard  Form  of  policy  now  being 
issued  by  this  company,  it  is  provided  that 
in  the  event  of  lapse  after  the  policy  shall 
have  been  in  force  for  three  full  years, 
the  insurance  shall  be  continued  in  force 
for  a  certain  stated  period  as  terra  insur- 
ance from  the  date  of  such  default,  with- 
out future  participation,  and  without  the 
right  to  loans  or  cash  value,  for  an 
amount  equal  to  the  face  value  of  the 
policy,  or 
The  policy-holder  may  elect  to  purchase  non- 
participating  insurance,  payable  at  the 
same  time  and  on  the  same  conditions  as 
the  original  policy  for  an  amount  which 
is  stated  in  the  Table  of  Guaranteed 
Values  incorporated  in  each  contract. 

11.  'I'o  pay  premiums  as  they  fall  due. 

12.  See    sample    copies    of    the    policy     contract 

attached  hereto.  The  policies  provide  for 
automatic  extended  or  continued  insur- 
ance, or  for  optional  paid-up  insurance, 
cash  or  loan  values. 

13.  No  special  provision  made. 

Policies  that  have  been  allowed  to  lapse 
through  o\'ersight,  pressure  of  circum- 
stances, or  other  causes,  may  be  revived  at 
any  time  within  twelve  months  from  the 
elate  when  the  premium  became  due,  on 
production  of  evidence  satisfactory  to  the 
board  of  directors  that  the  assured  con- 
tinues to  be  in  good  health,  and  upon 
payment  of  interest  at  the  rate  of  5  per 
cent,  upon  the  amount  overdue. 

14.  Automatically  pay  future  premiums. 

15.  Automaticnlly  pay  future  premiums. 

16.  (a)  Yes. 

(b)  Yes,  if  specially  requested. 
16 A.  (a)  Yes. 

(b)  Yes,  if  so  requested. 

1 7 .  No. 


Question  46. 

(a)  Is  the  surrender  value  in  this  instance  deter- 

mined in  accordance  with  the  company's 
practice  in  the  case  of  withdrawals,  or  is 
there  any  special  method  employed  ? 

(b)  If  so,  what  is  the  method  employed? 

Re-plies. 

1.  (a)  The  company's  usual  practice  is  followed. 
(b)  Two-thirds  of  the  net  reserve  value. 

2.  (a)  In  accordance  with  usual  practice  in  case  of 

withdrawals. 

3.  (a)  The  value  is  the  same  as  in  the  case  of  with- 

drawals. 

4.  (a)  When  the  surrender  value  is  applied  auto- 

matically to  pay  the  premiums  it  is  deter- 
mined in  accordance  with  the  company's 
practice  in  the  case  of  withdrawals. 

5.  (a)  Yes.      In    accordance    with    the   company's 

practice  in  the  case  of  withdrawals  gene- 
rally. 

6.  (a)  Yes. 

9.  The  ordinary  methods  of  ascertaining  surrender 
value  are  used  in  non-forfeiture  calcula- 
tions.. Each  premium  advanced  imder  the 
scheme  helps  to  increase  the  surrender 
value  in  the  same  way  as  if  it  had  been 
paid  by  policy-holders.  The  usual  rever- 
sionary bonus  is  allotted  to  the  policy  and 
becomes  immediately  available  to  also  in- 
crease the  surrender  value, 
n.  (a)  Yes. 
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12.  (a)  It  is  provided  in  the  policy  contract. 
(b)  See  reply  to  Question  45. 

14.  (a)  The   surrender  value  is  deternuned  by   the 

ordinary  tables  of  such  values. 
(b)  H>'  4 J  per  cent.,  less  the  first  year's  dura- 
tion. 

15.  (a)  In  accordance  with  the  company's  practice 

in  the  case  of  withdrawals. 

16.  (a)  Yes.    There  is  no  special  method  employed. 
I  6a.  (a)  Yes,  no  special  method  is  employed. 


Question  47. 


(i)  Do  you  think  that  a  system  of  guaranteed 
surrender  values  shown  on  the  policy 
would  be  either 

(a)  Practicable,  or 

(b)  Desirable? 

(2)  Give  reasons  for  your  opinion. 

Replies. 

1.  (i)  (a)  No. 

(b)  No. 
(2)  Because    to    guarantee    a    surrender    value 
might  have  the  s^me  effect  as  a  "  run  " 
upon  a  bank. 

2.  (i)  (a)  1  understand  that  some  of  the  largest 

offices  show  guaranteed    surrender   values 
on  their  policies,  and  therefore  the  system 
seems  practicable. 
(*)  No. 
(2)  I  think  the  system    would    encourage    sur- 
renders. 

3.  (i)  (a)  and  (b)  Such  a  system  would  be  practic- 

able, but  not  in  my  opinion  desirable, 
(a)  I  think  the  surrender  value  should  be 
fixed  from  lime  to  time  as  may  be  deemed 
most  advisable,  and  that  an  office  should 
not  be  bound  by  a  hard  and  fast  scale  re- 
gardless of  what  the  future  may  bring 
forth. 
Owing  to  the  great  expense  of  condiicting 
Industrial  Assurance  (as  compared  with 
Ordinary  Assurance),  and  to  the  expense 
falling  niiainly  in  the  early  part  of  the 
policy's  history,  it  would  be  impossible 
for  any  mutual  office,  acting  upon  equit- 
able principles,  to  give  a  surrender  value 
to  any  policy  until  it  had  been  several 
years  in  force.  The ,  surrender  value, 
if  any,  that  could  be  given  in  Australia  is 
to  some  extent  an  unknown  quantity.  If 
a  scale  of  surrender  values  extending  over 
the  whole  currency  of  the  policy  were  to 
be  guaranteed  at  Its  initiation,  such  scale 
would  have  to  be  kept  well  within  the 
margin  of  safety,  thereby  perhaps  treating 
with  scant  justice  policy-holders  who 
elected  to  surrender. 

4.  (i)  (a)  Yes,  practicable. 

(b)  Under  certain  conditions  desirable. 
(2)  There  is  nothing  on  record  (so  far  as  I 
am  aware)  to  show  that  general  financial 
conditions  have  ever  compelled  a  company 
to  refuse  to  pay  surrender  values.  If  the 
special  circumstances  of  a  company  make 
it  insolvent,  that  affects  all  kinds  of  pay- 
ments alike. 

Everything  is  desirable  which  equitably  sim- 
plifies the  contract  and  makes  a  life  policy 
more  adapted  to  the  requirements  of  the 
policy-holder. 


5.  (1)  (a)  Yes. 

(b)  With  the  reservation  that  it  might  be 
awkward  for  a  company  in  panic  times. 
Yes. 
(2)  Every  policy-holder  would  know  at  a 
glance  exactly  how  much  his  policy  was 
worth. 

6.  (i)  (a)  Yes. 

(b)  No. 
(2)  One  of  the  strongest  financial  features  of  a 
Life  Assurance  Society  is  the  fact  that  no 
run  can  be  made  upon  its  funds  as  in  the 
case  of  a  bank  with  deposits  at  call.  In 
this  way  not  only  is  the  solvency  of  the 
Society  more  free  from  doubt,  but  it  is 
possible  for  its  management  to  invest  the 
funds  in  securities  of  a  longer  dated 
character,  as  distinguished  from  liquid- 
securities,  and  under  which  a  higher  rate 
of  interest  is  obtained  for  the  benefit  of 
its  policy-holders. 

7.  (i)  (a)  Yes. 

(b)  No. 
(2)  Same  as  printed  in  Question  48,  viz.  :  That 
in  a  lime  of  financial   stress   guaranteed 
surrender  values  might  prove  disastrous  to 
Life  Assurance  companies. 

9.  (r)  (a)  Surrender  values  are  practicable,  and 
competition  will  no  doubt  continue  to  make 
them  necessary,  and  the  guaranteed  sur- 
render value  is  also  practicable. 

(b)  I  am  not  sure  that  surrender  values  are 
desirable — paid-up  policies  would  be  more 
advantageous  to  the  policy-holders,  who 
often  surrender  their  policies  at  the  first 
pinch,  and  therefore  defeat  the  objects  of 
the  assurance;  but  if  surrender  values  are 
to  continue  it  is  desirable  that  some 
guarantee  of  the  value  obtainable  he 
given. 
(a)  and  (b)  In  the  Industrial  branch  I  do  not 
think  that  any  surrender  values  other  than 
free  or  paid-up  policies  are  either  prac- 
ticable or  desirable. 

Industrial  assurance  is  costly  to  obtain,  and 
the  granting  of  surrender  values  offers 
great  opportunity  to  agents  in  ri\'al  offices 
to  "twist "  the  business.  If  surrender 
values  were  granted,  it  is  safe  to  say 
that  the  cost  of  business  would  increase 
greatly,  and  thus  re-act  on  the  policy- 
holders by  compelling  the  companies  to 
charge  higher  premiums.  Free  policies 
meet  the  essential  requirements  of  indus- 
trial policy-holders  fully.  Free  policies 
are  at  least  the  equivalent  of  surrender 
values. 

A  company  issuing  pure  Endowment  can 
hardly  refuse  to  allow  an  equitable  cash 
surrender  value. 

10.  (i)  (a)  Yes. 
(b)  Yes. 
(2)  The  ^lutual  Life  of  New  York  was  the  first 
company  to  insert  in  its  contracts  definite 
surrender  values.  Since  January  ist, 
1899,  we  have  printed  in  our  contracts  a 
table  of  guaranteed  values  relating  to  sur- 
render values,  loan  values,  automatic 
paid-up  non-participating  insurance,  and 
extended  insurance.  It  is  far  more  satis- 
factory for  a  policy-holder  to  be  able  to 
turn  to  his  policy  and  see  exactly  how  he 
can  deal  with  it  in  any  year  after  his  in- 
surance has  been  in  force  for   three   fi'H 
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years,  rather  than  be  obliRed  to  apply  to 
the  company  for  the  necessary  informa- 
tion. Then,  again,  in  one  case  he  has  a 
definite  guarantee;  while,  on  the_  other 
hand  he  simply  receives  a  promise  re- 
garding values  which  may  be  altered  at 
the  will  of  the  directors, 
ir.  (i)  {a)  Yes. 
{b)  No. 
(2)  If  surrender  values  were  guai-anteed,  pru- 
dence would  compel  cortipanies  to  hold  a 
large  portion  of  their  assets  in  liquid  form 
to  meet  any  sudden  demand  such  as  a 
financial  panic  might  cause;  this  would 
mean  that  the  return  from  investments 
would  be  reduced  probably  to  a  consider- 
able extent.  The  present  practice  of 
offices  works  well.  I  have  never  known 
a  surrender  value  to  be  refused. 

12.  (i)  {a)  Has  been  carried  out  by  this  company 

for  years. 
{b)  Yes. 
(2)  The  success  of  policy  forms  containing  the 
above  provision  attest  both  to    its    prac- 
ticability and  desirability. 

13.  (i)  (a)  Practicable. 

(b)  Undesirable. 
(2)  Have  strong  opinion  against  giving  policy- 
holder  any   inducement   to  surrender   his 
policy. 

14.  (i)  {a)  Certainlv. 

{b)  No. 
(2)  An  office  would,  rightly,  fix  these  values  as 
low  as  possible,  in  view  of  such  eventuali- 
ties as  mentioned  in  Question  48,  and  the 
assured  would  suffer.  If  an  office  reduce 
its  valuation  rate,  it  should  increase  its 
table  of  surrender  values.  If  these  were 
guaranteed  it  is  unlikely  they  would  be 
augmented. 

15.  (i)-  {a)  Yes. 

(b)  No. 
(2)  Assurance  contracts  are  for  a  specific  pur- 
pose, and  the  assured  should  not  be  given 
an  incentive  to  break  them  simply  because 
he  is  tired  of  it.  These  tables  are  used 
by  rivals,  agents  largely,  for  twisting 
purposes,  and  for  canvassing  purposes 
an  office  might  be  tempted  to  offer  more 
than  it  can  safely  afford. 

16.  (i)  (a)  Yes. 

{b)  Not  at  all  desirable. 

(2)  It  would  encourage  surrendering,  and  any 
svstem  of  guaranteed  fair  surrender  values 
would  be  undesirable  unless  carefully  re- 
stricted to  a  proportion  of  a  society's  busi- 
ness. 
i6a.   (i)  {a)  Yes. 

(^>)  Not  greatly. 

(2)  I  am  opposed  to  facilitating  surrenders.  It 
is  a  common  experience  that  policies  are 
surrendered  without  sufficient  justification, 
and  the  permanent  benefits  are  thrown 
away  for  trifling  temporary  gains,  fre- 
quently to  the  regret  of  the  person  who 
surrenders,  or  rather  of  his  dependants. 
Of  course,  this  is  a  matter  for  his  deci- 
sion, but  it  is  probably  not  desirable  to 
thrust  the  temptation  too  much  in  front  of 
him. 


ReflUt. 

1.  Very  much  so. 

2.  It  might.     People  usually  run  to  a  Life  Office 

and  surrender  or  borrow  on  their  policies 
directly  their  finances  are  in  a  straitened 
condition,  and  if  values  are  guaranteed 
the  strain  on  a  company  might  become 
serious. 

3.  It  is  possible  that  such  a  system  might  prove 

very  inconvenient,  if  not  even  dangerous, 
in  a  time  of  financial  stress;  for  if 
public  confidence  in  companies  generally, 
or  in  a  particular  companv,  became  im- 
paired, a  run  upon  the  office  might  set 
in  which  it  may  be  unable  to  meet 
unless  it  were  able  to  borrow  for  the 
purpose  of  tiding  over  the  difficulty. 

4.  There  is   nothing  on   record   (so   far   as   I    am 

aware)  to  show  that  Life  Assurance 
Companies  have  ever  found  themselves 
Tinable  to  continue  to  pay  surrender 
values  in  times  of  financial  stress.  Pro- 
vided surrender  values  are  not  on  too 
liberal  a  scale,  and  a  company  has  a 
safe  proportion  of  liquid  assets,  I  do 
not  anticipate  that  a  system  of  guaran- 
teed surrender  values  is  likely  to  provt; 
disastrous  to  the  companies. 

5.  Possiblv. 

6.  Yes. 

7.  I  think  so. 

9.  On  the  whole  I  do  not  think  so. 

10.  There  would  be  no  such  danger   in  our  case, 

as  this  Company  has  weathered  many 
such  storms;  in  fact,  we  have  recently 
had  a  financial  crisis  in  America  which 
has  emphasised  this.  During  this  panic 
we  found  that  policy-holders  availed 
themselves  of  the  Loan  Values  undter 
their  policies,  in  preference  to  surrender- 
ing them  for  cash.  In  this  case  the  ex- 
perience of  the  Company  proved  that 
the  system  of  guaranteed  values  did  not 
operate  against  it  in  a  time  of  financial 
stress,  and  I  am  of  the  opinion  that, 
provided  such  values  are  calculated  en 
a  conservative  basis,  there  would  be  no 
danger  of  a  well-managed  company  suf- 
fering loss  through  making  such  guaran- 
tees. 

11.  I  think  so. 

12.  During  the  periods  of  great  financial  stress  in 

this  country,  1893  and  1907,  it  did  not 
prove  dangerous  to  American  Life  In- 
surance Companies. 

13.  See  so  much  pro  and  con  that  we  prefer  to  ex- 

press no  opinion  without  full  considera- 
tion. 

14.  Yes;   theoretically   it  would;   for  if   a  serious 

financial  depression  occurred  an  office 
might  prove  to  be  insolvent  through  hold- 
ing reserves  less  than  the  guaranteed  sur- 
render values.  The  same  office  might 
successfully  pass  the  test  of  a  valuation 
for  insolvency  but  for  these  guaranteed 
surrender  values. 

15.  Yes,  quite  conceivably. 

16.  Yes,  a  considerable  risk,  unless  the  guarantees 

applied  to  only  a  portion  of  the  business. 
I  6a.  Yes,  there  is  a  risk. 


Question  48. 

Would  a  system  of  guaranteed  surrender  .values 
be  in  danger  of  proving  disastrous  to 
life  assurance  companies  in  a  time  of 
financial  stress? 


Question  49. 
Could   such  a  contingency  be  avoided  by  having 
two  tables  of  surrender  values,  the  larger 
value  to  be  used  only  when  the  Company 
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and  the  policy-holders  are  both  agreeable 
to  the  surrender,  and  the  smaller  to  be 
used  when  the  policy-holder  alone  desires 
it? 

Replies. 

I.   I  think  a  guarantee  of  surrender  value  danger- 
ous in  every  respect. 

z.  It  seems  to  me  that  if  this  was  done  the  policy- 
holder would  lose  every  time. 
A  company  should  never  be  agreeable  to  losing 
its  business  in  this  way. 

3.  This    expedient    might    reduce    the    danger    of 

such  a  contingency,  but  could  not  al- 
together avoid  it. 
For  a  company  to  avail  itself  of  the  lower 
scale  would  be  to  precipitate*  the  panic 
it  sought  to  avert,  and  to  bring  about  a 
loss  of  prestige  from  which  it  would 
probably  never  recover. 

4.  I  do  not  think  that  would  be  a  good  arrange- 

ment.    As  a  rule,  no  company  wishes  ks 
policies  to  be  surrendered,  and  Tt  would 
mean  that  the  smaller  cash  value  would 
always  be  paid. 
:;.  No;  this  would  be  impracticable. 
6.   Seeing   that    properly    managed    life   assurance 
societies  always  discourage  the  surrender 
of  policies,    I    cannot   see   any    practical 
benefit  in  having  two  scales  of  surrender 
values.     It  is  obvious  that  the  lower  scale 
referred  to    would    always    be   the    one 
used. 
7    Yes ;  but  I  think  the  present  method  better. 
9.  I  do  not  think  this  practicable,  but  there  could 
be  no  great  objection  if  the  contract  set 
the     matter     out     in     clear     language. 
Whether  it  would  accomplish  the  object 
in    view    is    doubtful,    because  it    would 
still  mean   an  outgo  of  money,   even   if 
at  a  less  rapid  rate. 
10.  I  do  not  think  such  a  scheme  would  be  prac- 
ticable. . 
ir.  I  don't  think  this  would  be  a  sufficient  protec- 
tion. 
12.   See  reply  to  Question  48-  .       •  r 
IV  Such  a  course  would  lead  to  grave  dissatisfac- 
tion  in   time  of   stress,    and   the   public 
panic  would  be  intensified. 
14.  Yes;   but   this   would  appear  to   necessitate   a 
medical    examination    on    the    life.      An 
office  is  not  usualy  agreeable  to  a  sur-', 
render,   because  the  life   withdrawing  is 
supposed  to  be  of  the  highest  class. 
[^     It    might;    but    the    question    might    fairly    be 
asked  whether  a  company  would_  ever  be 
agreeable    to     a     surrender,    seeing    the 
trouble  and  expense  it  is  put  to  in   re 
placing  the  life. 
16.  I  do  not  think  it  would  be  wise  to  adopt  two 

scales  of  surrender. 
t6a.  It  could,  of  course,  be  done,  but  would  be  very 
likely  to  ultimately  prove  inoperative,  as 
the  lower  scale  would  look  unpopular,  and 
would  probably,  in  the  long  run,  tend  to 
be  discarded. 


Question  50. 

How  are  the  surrender  values  of  your  companv's 
policies,  when  withdrawn,  determined? 

Replies. 

1.  Two-thirds  of  the  net  reserve  value. 

2.  At  the  discretion  of  the  Actuary. 


3.  The   Institute  of   Actuaries'    H"    Table,    with 
Zh  PC"^  ^^"t-   interest  is  used  for  finding 
the  surrender  value  of  assurance  policies. 
A   deduction  of   25    per  cent,    from  the 
calculated  value  by  that  table  determines 
the  surrender  values  allowed  for  partici- 
pating assurance  policies  two  years  and 
not  over  three  years  in  force,  a  deduc- 
tion of   10   per    cent,    for    policies    over 
three,   and  not  over  five  years  in  force, 
and    a'  deduction    of    5    per    cent,    for 
policies  over   five   vears   in   force.      The 
full   value  by  the   Peerage  Table,   with 
5  per  cent,   interest,   is  allowed  for  the 
surrender  of' children's  endowments  three 
years  in  force  and  upwards,  90  per  cent, 
of  such  values  for  policies  two  years  and 
under  three  years  in  force ;    subject    in 
every  case  to  a  maximum  equal   to  the 
amount  of  premiums  paid. 
The  full   cash   value  by  the  fl      4I   per  cent, 
table  of   all   bonus   additions  is   allowed 
in  addition  to  those  values  in  the  case  of 
poncies  which  have  been   in    force    for 
two  years  and  upwaxds. 
4.  The   society's   Articles   of   Association    provide 
that  the  Board  of  Directors  shall  fix  the 
rates  of  payment  which  may  -be  made  by 
the  society  for  the  surrender  of  policies 
of  any  description,   and  may  from  time 
to  time  alter  or  vary  such  rates. 
According  to  the  scale  at  present  fixed  by  the 
Board  of  Directors,  the  surrender  values 
of  policies  (exclusive  of  bonus  additions) 
for  the  whole  term  of  life,  and  for  en- 
dowments    and    endowment     assurances, 
except  policies  issued  under  the  society's 
tables  numbered  Ha.,  IIIa.,  and  IIIb., 
which   are  hereinafter  provided   for,   are 
based   upon   the   society's   last   quinquen- 
nial   actuarial     valuation     report,     dated 
19th    December,    1906.      The  percentage 
allowed  of  the  full  reserve  value  varie'- 
according  to  the  duration  of  the  poiicr 
and  is  as  follows: — 

Duration  of  Policy. 
Three  years    and    not    exceeding    five 

vears  equal  60  per  cent. 
Exceeding  five  years  and  not  exceeding 

ten  vears  equal  (>l\  per  cent. 
Exceeding  ten   years   and   not  exceed- 
ing fifteen  years  equal  72   per  cent. 
Excmling   fifteen   years   and   not    ex 
ceeding  twenty   years  equal   75   per 
cent. 
Exceeding    twenty    years   and    not    ex- 
ceeding 25  years  equal  77  per  cent. 
Exceeding   25'  years    equal    78f    per 
cent. 
In  the  case  of  fully  paid  up  policies  ithe  sur- 
render value  is  90  per  cent,  of  the  full 
reserve  value.     Policies  issued  under  the 
society's  tables  Ha..    IIIa.,    and  IIIb.,- 
have  no  surrender  value.     In  lieu  thereiif 
they  provide  for  fully  paid-up  assurance 
for  reduced  amounts. 
These    fully   paid-up    policies    may    thereafter 
be  exchanged  for  their  sirrrender  values. 
The  cash    value    of    vested    bonuses^  is 
allowed  in  addition.     Where  any  premium 
on   a  policy   is  in  arrear,   or  where  any 
advances  have  been  made  against  a  policy 
the  Surrender   Value  of    that    policy    is 
arrived  at  by  deducting  from  the  amount 
which  would   have    been    the    surrender 
value  of  such  policy  (calculated  as  above) 
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nad  there  been  no  advance  and  no  pre- 
mium in  arrear,  the  amounts  of  all  pre- 
miums in  arrear  and  interest  thereon,  and 
of  all  advances  against  or  charges  upon 
the  policy  and  interest  thereon. 
No  surrender  value  is  allowed  unless  three  full 
years'  premiums  have  been  paid  on  ihe 
policy. 

5.  Ijy   taking  a  pen^entage  of  the  reserve  values 

(such  reserve  values  being  on  the  same 
basis  as  that  employed  in  the  valuation). 

6.  The   amounts  of   surrender   values  of   policies 

which  have  been  in  force  for  at  least 
tliree  years,  ana  upon  which  the  pre- 
miums for  upwards  of  three  years  have 
been  paid  are  determined  from  time  to 
time  by  the  Board  of  Directors  by  resolu- 
tion recorded  in  the  Minutes  of  the  pro- 
ceedings of  the  Board. 

7 .  None. 

9.  They  are  determined  in  accordance  with  a 
method  which  is  incorporated  in  the  pre- 
sent policy  form  itself  as  an  integral 
part  thereof.  Spealcing  generally,  the 
method  arrives  first  at  the  free  polic}' 
(which  is  guaranteed),  and  this  free 
policy  is  then  discounted  by  the  O" 
Table  of  Mortality,  with  4J  per  cent, 
interest.  This  surrender  value  is  ^ 
guaranteed  minimum. 

11.  By  the  office  value  of  the  policy,  from  which  a 

percentage  varying  axxxjrding  to  the  dura- 
tion of  the  policy  from  33  per  cent,  to 
10  per  cent,  is  deducted, 

12.  Every  policy  gives  a  complete  statement  of  the 

cash,  loan,  paid-up,  and  extended  in- 
surance values;  the  method  of  calculat- 
ing them  is  as  follows  : — In  determining 
the  cash  values  under  our  present 
policies  the  American  3  per  cent,  reserve 
is  allowed,  but,  commencing  at  the  end 
of  the  third  year,  a  surrender  charge  is 
made  as  follows:  — 

Third   year,    15.00    dollars   per    1,000 

dollars. 
Fourth  year,    12.50  dollars  per   1,000 

dollars.        , 
Fifth  and  sixth   years,    lo.oo   dollars 

per  1,000  dollars. 
Seventh  year,   7.50  dollars  per  1,000 

dollars. 
Eighth   year,    5.00    dollars   per    1,000 

dollars. 
Ninth   yeax,    2.50    dollars    per     1,000 

dollars. 
Tiiereafter,  no  surrender  cliarge. 
The  paid-up  and  automatic  extended  insurance 
are  obtained  by  applying  the  cash  values 
in  purchasing  insurance  on  the  net  Ameri- 
can    3    per   cent,    basis.       No    surrender 
^alue,  etc.,  prior  to  the  end  of  third  year. 
i3-  53   pei'  cent,   of  premiums  paid   as  minimum, 
up  to  45  per  cent.,   all  the  policies  af- 
fected being  so  far  of  very   short  dur,^ 
tiaa. 

14.  Whole  life.     H"    4I    per    cent,    less    the    first 

vc:!;-'s  duration. 

15.  As  a  percentage  of  the  reserve  values.     In  the 

case   of   policies    seven    years    in     force 
approximately    three-fourths   of    the    re 
serve  is    allowed,   and    in    the    case    of 
policies  under  seven  years  in  force,   .ip- 
proximately  two-thirds  of  the  reserve. 

16.  By  adding  the  number  of  years  in  force  to  62, 

and  taking  that  per  cent,  of  the  reserw: 
under  H"  4^  per  cent,  in  the  Ordinary 
Department.      By    adding   two-thirds   of 


the  premium  paid  after  the  first  two 
yeiars  under  Fuie  Endowment  Tables. 
One-half  where  a  life  risk  is  involveii. 
And  "paid-up  policy"  on  Whole  Lii-.; 
Tables,  as  per  Prudential's  scale,  in  the 
Industrial  Department. 

I  6a.  Ordinary. — For  a  policy  with  a  duration  of 
«  years,  62  plus  n  per  cent,  of  the  H" 
4J  per  cent,  reserve,  with  a  sliding  scale 
for  policies  approaching  maturity  to 
make  the  amoimt  of  surrender  value  ap- 
proach a  terminal  value  equal  to  the 
maturity  value  of  the  policy  without  dis- 
continuity. Bonuses  are  valued  at  the 
H^  5  per  cent,  reserve. 
Industrial. — -Two-thirds  of  the  premiunjs 
paid,  excluding  the  first  two  years  for 
pure  endowments,  and  half  of  the  pre- 
miums, excluding  the  first  two  years  for 
maturing  policies  with  a  death  risk  at- 
tached to  them.  For  whole  life  policias 
only  paid-up  policies  can  be  obtamed  in 
exchange  for  current  policies. 

17.  On  the  basis  of  the  amount  of  premium  paid 
and  the  expectation  of  life. 


Question  51. 

Is  the  basis  of  determination  shown  on  any  docu- 
ment— 

(a)  obtainable  by ;  or 

{b)  supplied  to  the  policy-holder? 

RefUes. 

1.  Yes.     See  Triennial  Report  for  1906. 

2.  No. 

3.  (a)  The  above  description  (given    in    reply    to 

Question  50)  is  quoted  from  the  usual 
triennial  returns  made  to  the  various  State 
Governments,  a  copy  of  which  is  sent  to 
every  member  when  issued. 

4.  (a)   and  (p)  Yes.     It  is  to  be    found    in    the 

valuation  reums  deposited  with  the  State 
Governments.  Copies  of  these  returns 
are  sent  to  policy-holders. 

5.  Yes. 

6.  No. 

7.  None. 

Q.  The  present  forms  of  policy  contain  in  each 
case  a  statement  of  the  methods  appli- 
cable to  the  particular  class  to  which  the 
policy  belongs. 

11.  No;  except  the  .statement  contained  in  the  In- 

vestigation Report  schedules,  with  which 
specimens  of  surrender  values  are  given. 
A  copy  is  sent  to  each  member. 

12.  In  the  policy  contract. 

13.  No. 

14.  (a)  and  (fi)  No.     I  do  not  think  it  would  con- 

vey any  information  to  the  assured  if 
it  were  stated. 

15.  No. 

16.  We  quote  individually. 

I 6a.  Examples  are  furnished  in  the  Government 
returns,  and  individual  quotations  are 
given  upon  request. 

17.  No. 


Question  52. 
(a)  Where,   under   the  non- forfeiture  pro\ision,    a 
paid-up    policy  is    granted  in  your  com- 
.  pany,    on   what   basis  is   the  amount  of 
the  paid-up   policy   determined? 
ifi)  In  what  way  (if  at  all)  is  this  brought  under 
the  notice  of  the  policy-holders? 
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Replies. 

1.  (a)  If  a  paid-up  policj-  were  granted  it  would 

be   for   the   amount  which   the  surrender 
value  would  purchase. 
(b)  Not    at    all,    as    the    company    does    riot 
guarantee  the   issue  of   paid-up   policies 
in  this  connexion. 

2.  {a)  In    whole   life  policies  the  paid-up   assur- 

ance allowed  is  the  difference  between 
the  premiums  at  present  age,  and  at  age 
two  years  after  entry,  divided  by  the 
premium  at  present  age.  When  pre- 
miums aie  limited  in  number  the  paid- 
up  policy  bears  the  same  proportion  Xc, 
the  original  sum  assured  as  the  number 
of  premiums  paid  (less  one  or  two  years 
according  to  table)  bears  to  the  number 
stipulated  for. 
{b)  This  is  not  brought  under  the  notice  cf 
policy-holders. 

3.  {a)  In      the     Ordinary      Department      paid-up 

policies  are  not  issued  under  the  non- 
forfeiture provision. 
Industrial  Department. — (a)  In  the  case 
of  an  endowment  assurance  over  five 
years  in  force  the  benefit  under  the  paid- 
up  policy  bears  the  same  relation  to  the 
benefit  under  the  original  policy  as  ihe 
number  of  complete  years'  premiums 
paid  bears  to  the  number  of  years  pre- 
miums originally  payable.  The  scale 
of  paid-up  policies  for  whole  life  assur- 
ances has  not  yet  been  determined.  Wo 
policies  have  yet  been  long  enough  in 
force  to  become  entitled  to  paid-up 
policies. 
{b)  When  a  policy  over  five  years  in  force 
lapses,  notice  will  be  sent  to  the  policy- 
holder urging  him  to  apply  either  for 
reinstatement  of  the  policy,  or  a  paid-up 
policy,  in  lieu,  and  it  is  to  the  agent's 
interest  to  see  that  the  policy-holder  does 
one  or  other  of  these  things.  The 
method  of  determining  the  amount  of  the 
paid-up  policy  is  not  advertised,  but  ?••■ 
freely  stated  and  explained  to  any  one 
inquiring. 

4.  («)  The  amount  of  a  paid-up  policy  in  respect 

of  an  Ordinary  whole  of  life  policy  is 
determined  by  making  one-half  of  the 
deductions  from  the  reserve  value  of  che 
policy  (on  the  basis  of  the  last  Actuarial 
Valuation),  which  would  have  been- made 
(in  terms  of  my  answer  to  question  50) 
to  arrive  at  the  amount  of  the  sur- 
render value.  The  amount  so  arrived  at 
is  treated  as  the  single  premium  to  pur- 
chase a  non-participating  policy  payable 
at  the  death  of  the  life  assured.  Any 
vested  reversionary  bonuses  are  added  to 
the  paid-up  policy. 
When  premiums  are  payable  for  a  limited 
number  of  years  (under  whole  life  or  en- 
dowment assurance  policies)  a  non-par- 
ticipating paid-up  policy  is  granted  for 
an  amount  which  bears  the  same  pro 
portion  to  the  original  sum  assured  as 
the  number  of  premiimis  actually  paid 
bears  to  the  total  number  of  premiums 
payable  under  the  policy.  Any  vested 
reversionary  bonuses  are  added  to  the 
paid-up  polic)-.  This  rule  applies  when 
at  least  three  annual  premiumis,  or  under 
Tables  II A.  and  IIIa.,  when  not  less 
than  one-fifth  of  the  total  number  of 
premiums  payable  under  the  policy  have 
been   paid. 


The     society    now     issues    policies    which 
guarantee — 

(i)  Specified  surrender  values; 

(2)  Speafied  loans ; 

y)  Specified  paid-up  policies. 

(4)  Extended   assurance   for    the    ori- 

ginal   sum    assured,    without   debt 
or  interest,   for  specified  terms. 

(5)  Specified  amounts  payable  under 
endowment  assurances  at  the  ex- 
pirj;  of  the  original  term,  when 
extended  assurance  has  been 
availed  of,  and  has  been  granted 
for  the  balance  of  the  original 
tenn. 

The   amounts   guaranteed   are  indorsed   on 
each  policy. 
{b)  It  is  set  out  in  our  Prospectus,  and  exact 
figures  are  quoted  on  application. 

5.  (a)  Within    certain    limitations    by    granting    a 

fully  paid  policy  of  the  same  amount  as 
the  premiums  that  have  been  paid  to  the 
society  by  the  member. 
{b)  Stated  in  the  Prospectus,  and  embodied  in 
the  policy. 

6.  («)  Under     the     society's     absolute     assurance 

class  of  policies,  which  embraces  (n- 
dowment  assurances  and  whole  life 
policies,  wUh  a  limited  number  of  pre- 
miums, 5,  10,  15,  20,  and  25,  on  non- 
payment of  premium  the  policy  becomes 
automatical!)^  paid  up  for  that  portion 
of  the  amount  assured  which  the  number 
of  premiums  actually  paid  bears  to  the 
full  number  originally  contemplated  to 
be  paid.  That  class,  however,  embraces 
only  a  comparatively  small  proportion 
of  the  policies  issued. 
In  the  case  of  policies  issued  under  other 
classes,  should  a  policy-holder  desire  a 
paid-up  policy  in  lieu  of  his  existing 
one,  the  society  is  always  prepared  .o 
grant  him  one  on  favorable  terms,  on  ;) 
basis  more  favorable  to  him  than  can  lie 
obtained  by  any  outsider,  for  an  amouni 
equivalent  to  the  cash  surrender  value  of 
the  policy. 
{b)  In  prospectuses  and  correspondence  in  con 
nexion  with  a  member  desiring  to  snr 
render  his  policy. 

7.  {a)  There  axe  none. 

9.   See  answer  to  Question  45. 
ri.  (a)  See  reply  to  Question  45. 

12.  It  is  specified  in  the    policy  contract.       The 

cash  value  is  applied  in  purchasing 
paid-up  insurance  on  the  net  Amenc.^n 
3  per  cent,  basis  on  all  the  policies  at 
present  being  issued  by  the  company,  at 
the  domestic  or  northern  scale  of  prcf 
mium  {i.e.,  the  rate  charged  in  the 
United  States,  Britain,  Canada,  Aus- 
tralia,  &c.). 

13.  (a)  No  non-forfeiture  provisions   in  company'i 

practice. 

14.  (a)  Our  non-forfeiture  regulations  do  not  pro- 

vide for  the  issue  of  paid-up  policies. 

15.  See  answer  to  question  45. 

16.  (a)  On  the  basis  of  an   amovmt  equal  to  that 

proportion  of  the  sum  assured  that  has 
been  paid  for ;  for  instance,  on  a  twenty - 
year  endowment  assurance,  upon  which 
seven  annual  payments  have  been  made, 
seven-twentieths  would  be  paid  up. 
{b)  By  leaflets  and  tables  of  rates. 
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i6a.  (a)  Ordinary. — For  the  bulk  of  existing  poli- 
cies, including  ail  tiiose  now  being  is- 
sued, wiiole  lite  policies  taken  out  at 
those  ages,  not  over  40  years  at  entry, 
receive  paid-up  policies  for  an  amount 
equal  to  the  total  premiums  paid,  plus 
the  existing  reversionary  bonuses.  En- 
dowment assurances  obtain  paid-up  poli- 
cies, arrived  at  by  calculating  that 
fraction  of  the  sum  assured,  which  has 
the  number  of  years'  premiums  paid  for 
its  numerator,  and  the  total  number  of 
years  in  the  full  term  of  the  existing 
policy  for  its  denominator,  and  adding 
the  existing   reversionary   bonuses. 

Industrial. — For  whole  life  policies  the 
amounts  of  paid-up  policies  are  derived 
from  the  English  Prudential's  published 
table  of  equivalent  paid-up  policies  in 
its  Industrial  Department.  For  double 
endowments  the  paid-up  policy  is  77  pi^r 
cent,  of  the  premiums  paid,  whilst  for 
pure  endowments  and  endowment  assur- 
ances the  paid-up  policy  is  that  fraction 
of  the  original  sum  assured  which  has 
the  integral  number  of  years'  duration 
of  the  policy  for  its  numerator,  and  the 
total  number  of  years  in  the  term  of  the 
policy  for  its  denominator. 
{b)  Ordinary. — The  fact  is  set  forth  in  the 
society's  tables  of  rules  and  leaflets, 
issued  to  new  insurers. 

Industrial. — The  agents  of  the  society  are 
instructed,  they  being  the  usual  avenue 
of  communication  with  Industrial  policy- 
holders. 


Question  53. 

In  your  opinion,  is  the  paid-up  policy  granted 
usually  the  actuarial  equivalent  of  the 
true  surrender  value  of  the  policy  al- 
lowed to  lapse? 

Reflies. 

I.   See  answer  to  Question  52. 

i.  In  the  usual  acceptation  of  the  word,  a  paid- 
up  policy  cannot  lapse.  Sometimes  a 
paid-up  policy  might  be  surrendered. 

3.  As   regards  paid-up    policies   in   the    Ordinary 

department  applied  for  by  the  assured 
in  lieu  of  surrender,  these  are  always, 
in  the  case  of  this  Society  larger  than 
the  actuarial  equivalent  of  the  true  sur- 
render value,  being  based  on  the  full 
reserve  held  in  respect  of  the  original 
policy.  I  am  not  aware  what  the  prac- 
tice of  other  Australian  companies  is  in 
this  respect. 
Making  a  rough  allowance  for  selection 
against  the  office,  the  extra  expense  occa- 
sioned by  the  change  and  the  loss  of  anti- 
cipated contribution  to  initial  expenses 
(already  incurred),  the  method  adopted 
in  the  Industrial  department  is  as  nearly 
equitable  as  a  convenient  working  for- 
mula can  be. 

4.  So  far  as  I   am  aware,  the  paid-up  policy  is 

either  the  actuarial  equivalent  or  more 
than  the  actuarial  equivalent  of  the  true 
surrender  value  of  the  original  policy. 

5.  Yes. 

6.  The  practice  of  this  Society  is  to  grant  a  paid- 

up  policy  in  value  greater  than  the  cash 
surrender  value  of"  the  surrendered 
policy. 


7.  I  do  not  quite  understand  this  question. 
9.  In  the  M.L.C.  it  is. 

10.  Yes. 

11.  I  do  not  know. 

12.  It  is  in  our  case 

13.  Yes. 

14.  I   do  not  know  of  any  company  that  issues  a 

paid-up  policy  not  actuarially  the  equiva- 
lent of  the  surrender  value  of  the  poli'?\' 
alowed  to  lapse. 

15.  See  the  answer  to  question  45. 

16.  It  is  more,  but  it  is  less  than  the  reserve  value. 
I  6a.   I    believe    it   is   common    to    allow     paid-up 

policies,  which  are  actualh  worth  more 
in  cash  on  any  reasonable  actuarial  basis 
of  conversion  than  the  cash  surrender 
value  itself.  This  is  the  case  with  this 
Society. 


Question  54. 

If  an  Industrial  Assurance  'Company  reinstates  a 
policy  on  which  a  premium  is  overdue, 
is  this  usually  considered  an  act  of  grace, 
or  a  policy-holder's  right? 

Replies. 

1.  Have  no  experience  of  industrial  assurance. 

2.  We  consider  that  if  a  policy-holder  applies  for 

reinstatement,  and  fulfils  the  conditions 
requiring  a  declaration  that  his  health  is 
good,  and  pays  the  arrears  of  premium, 
with  interest  (if  any),  that  he  has  a  right 
to  have  his  policy  reinstated  within  twelve 
months  of  date  of  lapse. 

3.  This    Society     being     purely     mutual,    policy- 

holders are  entitled  to  every  considera- 
tion that  can  be  given  them  without  pre- 
judicing the  rights  or  injuring  the  inter- 
ests of  other  policy-holders.  There  are 
certain  conditions  regarding  the  state  of 
health  of  the  life  asured,  and  the  time 
that  the  policy  has  been  overdue,  and  if 
these  are  fulfilled  and  the  amount  owing 
is  paid,  the  policy  is  reinstated.  It  is 
not  regarded  in  any  way  as  a  favour  or 
act  of  grace. 

4.  I  am  not  aware. 

6.  I  prefer  not  to  express  an  opinion  on  the  prac- 

tice of  industrial  insurance  companies. 

7.  I  cannot  say  with  regard  to  an  industrial  office, 

but  in  the  Independent  Order  of  For- 
esters a  policy-holder  has  the  right  to 
reinstate  within  90  days. 
9.  In  the  M.L.C,  if  application  be  made  within 
two  years  of  lapse  it  is  considered  a 
policy-holder's  right,  if  his  state  of  health 
is  satisfactory. 

10.  See  reply  to  question  7  (a). 

11.  I  do  not  know. 

12.  We  are  not  in  a  position  to  reply. 

13.  An  act  of  grace. 

14.  An  act  of  grace. 

15.  Policy-holders'   right. 

Clause  5  in  terms  and  conditions  of  our  In- 
dustrial policy  reads  : — "  If  this  policy 
be  lapsed  for  non-payment  of  premiums, 
it  may  be  revived,  if  not  more  than  52 
weeks'  premiums  are  due,  upon  such 
terms  and  such  evidence  of  the  health 
of  the  life  assured  as  the  directors  of 
the  Association  may  think  fit." 

16.  It  is  not  a  right,  but  it  is  this  Society's  prac- 

tice, although  an  act  of  grace. 
I  6a.  It  is  usually  an  act  of  grace. 
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Question  55. 

If  merely  an  act  of  grace,  is  this  fact  stated  be- 
forehand to  the  policy-holder,  and,  if 
so,  on  what  documents? 

Replies. 

1.  See  reply  to  Question  54. 

2.  The  premium  receipt  book  supplied  to  policy- 

holders draws  attention  to  the  fact  that 
policies  may  be  reinstated,  while  the  fact 
is  further  emphasised  by  the  lapse  no- 
tice and  special  facilities  for  revival  by 
lien. 

3.  See  answer  to  Question  54. 

The  lapse  notice  states: — "Lapsed  policies 
may  be  revived  without  a  fine  at  any 
time  during  thirteen  weeks  from  the  due 
date  of  the  first  payment  then  in  arrear 
on  production  and  acceptance  of  evidence 
of  good  health,  and  payment  of  arrears." 

4.  I  am  not  aware. 
7.  I  do  not  know.    ' 

9.  See  answer  to  question  54. 
lo.  See  reply  to  question  7  {a). 
ir.   I  do  not  know. 

12.  See  answer  to  Question  54. 

13.  Not  stated ;  the  conditions  of  the  policy  merely 

provide  that  it  shall  continue  in  force  co 
long  as  premiums  are  regularly  con- 
tinued. 

14.  It  is  usually  clearly  stated  on  the  policy  and 

premium  book  that  the  assured  must  be 
in  good  health. 

16.  Many   instances  of  policies  having  been  rein- 
stated   have    been     published,    and     no 
doubt  the  n  gents  make  good  use  of  such 
when  canvassing. 
No  undertaking  to  reinstate  is  given. 

t6A.  In  the  case  of  this  Society  the  policy  definitely 
states  that  in  the  event  of  default  it  be- 
comes void,  and  the  jwlicy-holder  under- 
stands thereby  that  his  rights  have  ter- 
minated. When  the  policy  has  so  become 
void,  the  possibility  of  reinstatement  is 
commonly  brought  to  the  policy-holder's 
attention  by  the  collector. 


Question  56. 


Is  the  non-forfeiture  principle  applied  to  any  ex- 
tent in  Australia  to  Industrial  Policies? 


Replies. 

1.  Not  aware. 

2.  I  believe  all  companies  grant  paid-up  policies 

after  a  policy  has  been  five  years  in 
force.  This  Company  encourages  the  re- 
vival of  policies  which  have  been  more 
than  twelve  months  in  force  by  allowing 
the  arrears  of  premium  to  be  treated  as 
a  lien  upon  the  policy,  provided  the 
assured  undertakes  to  pay  premiums 
regularly  in  future. 

3.  Yes.     Most,  if  not  all  the  Industrial  Assurance 

Companies  doing  business  in  Australia 
apply  the  non- forfeiture  principle.  In 
this  and  most  other  ofiices  it  is  done  bv 
granting  paid-up  policies  for  a  reduced 
amount,  but  in  at  least  one  office  the 
premiums  owing  may  be  charged  as  a 
debt  against  the  policy. 

4.  I  am  not  aware. 
7.  I  do  not  know. 


9.  The  granting  of  paid-up  or  free  policies  is  of 
considerable  extent  in  this  Company. 
There  were  11,891  in  force  at  31st  De- 
cember, 1907. 

10.  See  reply  to  Question  7  (a). 

11.  I  do  not  think  so. 

12.  See  answer  to  Question  54. 

13.  Do  not  think  so,  or  in  any  part  of  the  world 

either. 

14.  I  do  not  think  so. 

15.  Not  to  my  knowledge. 

16.  Not    in   the    same   way    as   Ordinary    business. 

The  practice  of  this  Society  is  to  rein- 
state the  policy  by  taking  a  lien  over  it 
for  the  amount  of  premiums  in  arrear. 
[6a.  No.  The  work  would  be  prohibitive,  but  this 
Society's  method  of  reinstatement  by 
lien  (in  which  a  charge  by  way  of  lien 
is  taken  over  Industrial  Insurance 
policies  for  the  amount  of  overdue  pre- 
miums instead  of  requiring  payment  of 
arrears  in  cash)  effects  much  the  same 
purpose. 


Section  VII. — Extra  Premujms. 

Question  57. 

Are  extra  premiums    charged    in  any  case  by  vour 
company  for  foreign  residence  or  travel? 

Replies. 

1.  Yes. 

2.  No  fixed  rule  governs  this    matter.     If    it    ap- 

pears to  our  chief  medical  officer  that  resi- 
dence in  a  foreign  country  would  add  to 
the  risk,  an  extra  premium  would  be 
charged. 

3.  No. 

4.  Not  unless  the  paying  of  an  extra  premium  was 

made  a  condition  precedent  to  the  issue  of 
the  policy. 
S-  No. 

6.  Yes,  but  only  when  the  extra,  risk  is  known  at 

the  time  the  policy  is  taken  out. 

7.  No. 

8.  Yes. 

9.  Our  policy  contains  no  condition  as  to  travelling 

or  place  of  residence,  for  policy-holders 
may  travel  all  over  the  world  or  reside  in 
any  part  of  it  without  giving  the  company 
notice,  or  without  being  required  to  pay 
an  extra  premium. 

11.  Yes,  if  the  risk  is  known  at  the  date  of  issue 

of  policy. 

12.  For    residence   in    tropical     and     semi-tropical 

countries,  unless  the  insured  had  no  inten- 
tion of  taking  up  such  residence  when  the 
policy  was  issued. 

13.  Generally  speaking,   No. 

14.  Only  if  the  assured  states  in  the  proposal  that 

he  is  likely  to  live  in  or  proceed  to  un- 
healthy districts  (Ordinary  branch). 

15.  Policies  of  the  association  (once  issued)  are  free 

from  all  restrictions  as  to  travel,  resi- 
dence, and  occupation.  (See  Ordinary 
Branch  Prospectus,  page  5.)  If  known, 
beforehand,  such  knowledge  would  be  a 
factor  in  determining  the  premium. 

16.  No. 
I  6a.   No. 


Question  .58. 
Are  extra   premiums  charged  by  your  company  for 
under-av^age  lives  and  ha7.ardous  occupa- 
tions? 
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Replies. 

1.  Vc-.s. 

2.  Ves,    but  uu  standard  is  fixed.      E\er)    case  is 

dealt  with  on  its  merits. 

3.  Under-average  lives  are  charf^ed  an  extra  pre- 

mium by  rating  them  up  to  a  higher  age 
than  their  real  one.  AH  publicans  are 
placed  in  this  categorv,  also  lead  miners 
and  jockeys;  but  with  these  exceptions  all 
occupations  are  accepted  at  ordinary 
rates. 

4.  Ves. 

5.  Ves. 

6.  Yes. 

7.  Yes,  for  hazardous  occupations. 

8.  Presume  so. 

9.  Yes. 

1 1 .  Yes,  but  only  in  exceptional  cases. 

12.  An  advance  in  age  is  made  to  cover  the  addi- 

tional hazard  on  under-average  lives  and 
for  hazardous  occupations. 

13.  Yes. 

14.  l'"or   under-average  lives,   publicans,   and  those 

connected  with  liquor  traffic ;  otherwise, 
no  extra  premiums  are  charged. 

15.  Yes. 

16.  Very  selilcHu.     We  load  by  Contingent  Debt  as 

a  rule. 
i6a.   Rarely  j  the  usual  method  being    to    place    a 
Contingent  Debt  upon  ..uch  policies. 


Qucstient  59. 

Wliat  is  the  annual  amount  of  the  extra  premiums,  if 
any,  so  collected  by  your  company  ? 

Reflies. 

••  £'^^  I  OS.,  as  per  report  for  1906. 

2.  We  keep  no  record  of  these.     The  information 

could  only  be  obtained  by  a  complete 
classification  of  the  whole  of  our  business, 
and  a  re-calculaticwi  of  the  premiums 
effected. 
We  have  not  found  it  necessary  to  separate 
extra  pretaiums  irooi  the  premiums  at 
tabular  rates. 

3.  It   is   imfxxisibJe   for   us    to    state    the    annual 

amoimt  of  the  extra  premiums  included  in 
the  premiums  pavable  by  under-average 
lives,  as  they  are  not  distinguished  in  any 
of  our  returns. 

4.  /^2>26o  approximately. 

5.  Depends  on  risk. 

6.  The  information  required  under  the  various  Life 

Assurance  Acts  does  not  require  this  to  be 
scheduled  separately,  and  it  is  not  pos- 
sible to  answer  this  question  without  an 
enormous  amount  of  clerical  labour. 

7  Cannot  say.  I  do  know,  however,  that  it  is  in- 
finitesimal. 

8.   (Jimnot  say. 

9-  This  has  nevef  been  tabulated  since  it  has  never 
been  required  for  returns  to  Government. 
Ti.   About  ;^i,6oo  at  the  pre-sent  time. 

12.  We  cannot  determine  without  great    labour,    as 

these  are  not  considered  as  extra  pre- 
iwiurns,  but  advances  in  age,  the  insured 
hejmg  treated  in  all  respects  as  to  sur- 
render values,  dividends,  &c.,  as  of  the 
advanced  age. 

13.  Very  little. 
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14.  No  extra  premiums  are  charged  in  the  Industrial 
branch,  and  no  Ordinary  policies  involv- 
ing such  charge  have  yet  been  written. 

[5.  No  means  of  determining  without  reference  to 
every  individual  case  on  our  policv  re- 
gister. The  amount  would  be  incon- 
siderable. 

16.  Approximately  ^zoo. 

i6a.   About  ^200. 


Question  60. 

Is  there  an>   basis  known    to    >ou  on    which    extra 
premiums  can  be  reliably  computed  ? 

Replies. 

1.  I  am  not  aware  of  any. 

2.  No. 

3.  No,  it  must  be  largelv  a  matter  of  opinion  in 

each  individual  case  or  class  of  cases. 

4.  The  methods  now  generally  in  use  yield  very 

satisfactory  results.  When  medical  re- 
ports indicate  that  a  life  is  for  personal 
or  family  history  reasons  not  quite  up  to 
the  average,  it  is  customary  to  charge  the 
premium  for  an  age  three  or  five  years 
older  than  the  actual  age.  When  unsatis- 
factory risks  are  entirely  excluded  this 
rule  has  been  foimd  to  work  well.  In 
some  other  instances  where  the  occupation 
is  hazardous  the  mortality  experience  of 
the  particular  occupation  has  been  investi- 
gated and  a  suitable  extra  premium  fixed. 

5.  Yes. 

6.  Experience    and    individual     judgment    are    re- 

quired throughout. 

7.  No. 

9.   In  our  present  state  of    knowledge    these  must 
always  be  merely  a  matter  of  judgment. 

1 1 .  For  residence  in  tropical  countries  the  published 

experience  is  sufficiently  reliable ;  for 
hazardous  occupations  the  risk  varies  in 
different  localities,  and  I  know  of  no  re- 
liable basis. 

12.  Yes,    the    experience    of    our    own    company. 

We  have  over  $250,000,000  of  insurance 
in  force  on  under-average  lives. 

13.  No;   must  necessarily    be    a    matter    of    esti- 

mate. 

14.  Only  the  publicans'  experience.     I  believe  that, 

theoretically,  a  reliable  basis  can  only  be 
obtained  by  investigating  an  experience  of 
a  sufficient  body  of  lives  exposed  to  the 
risks  for  which  the  extra  premiums  will 
be  imposed. 

15.  [  am  advised  that  there  is  no  known  mortality 

table  by  which  extra  premiums  for  sub- 
standard lives  can  be  calculated.  The 
varietv  of  causes  for  loading  renders  such 
a  table  practically  out  of  the  question. 

f6.  No.  Oar  classifications  are  only  roughly  ar- 
rived at. 

I 6a.  No.  The  only  methods  of  which  I  am  aware 
are  practically  rough  rule-of -thumb  me- 
thods, although  in  some  instances  an  ap- 
pearance of  exactitude  has  been  given  bv 
elaborate  calculations.  The  insufficiency 
of  the  data  and  the  complexity  of  the 
problem  constitutes,  in  my  opinion,  a  bar 
to  any  very  scientific  accuracy. 
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Section  Vtll.^ — Commission. 

Question  6i. 

What  is  the  rate  of    commission    payable    by   your 
company  in  respect  of — 
{a)  Ordinary  business  : 
(i.)  New  premiums, 
(ii.)  Renewal  Premiums? 
{b)  Industrial  business : 
(i.)  New  premiums, 
(ii.)  Renewal  Premiums? 

Reflics. 

I.   {a)  (i.)  No  new  business  now  transacted, 

(ii.)  2^  per  cent,  and  5  per  cent. 

(b)  (i.)  No. 

(ii.)  No. 


This  Conii)any's  schedule  of  remuneration  is  as 
follows: — 

(a)  New  Busimss. 

(j)  Industrial  Department. — On  each  complete 
and  accepted  proposal  personally  intro- 
duced by  the  agent  under — 

Tables  i,  2,  3,  5,  9,  10,  and  11,  50  per 
cent,  of  the  first  30  weeks'  premium 
will  be  paid. 

(2)  Monthly  Section.— 

Tables  H  and  J,  50  per  cent,  of  the 
first  six  months'  premiums  will  be 
paid. 

(3)  Ordinary   Department. — 

Table  A,  15s.  per  cent,  on  sum  assured. 

Tables  B  and  F,  where  the  duration  of 
policy  is  10  years  or  less,  25  per 
cent,  on  first  year's  premium  j  where 
the  duration  of  policy  is  19  years 
or  less,  35  per  cent,  on  first  year's 
premium;  where  the  duration  of 
policy  is  20  years  or  over,  40  per 
cent,  on  first  gear's  premim. 

Table  C,  60  per  cent,  on  first  year's 
premium. 

Table  D,   40  per  cent,   on  first  year's 

premium. 
Table  E15,  35  per  cent,  on  first  year's 

premium. 
Table  E20,  40  per  cent,  on  first  years' 

premium. 

Table  G,  45  per  cent,  on  first  year's 
premium. 

Table  L,  i  per  cent,  on  sum  assured. 
Table  M,  25  per  cent,  on    first    year's 
premium. 
All  these  commissions  are  payable  pro  rata  as 
the  premiums  are  paid  by  the  assured  to 
the  company,  and  only  upon  the  accept- 
ance of  the  proposals  by  the  company.- 
No  new  business  fees  will  be  payable  upon  pro- 
fxjsals  re-entered. 

{h)  Renewals. 

(i)  Industrial  Department. — For  the  collection 
of  renewal  premiums  under  all  tables  ex- 
cept 7  and  8,  20  per  cent,  commission  will 
be  paid  after  the  first  20  weeks'  premiums 
have  been  paid  to  the  company. 


For  the  collection  of  renewal  premiums 
under  Tables  7  and  8  10  per  cent,  com- 
mission will  be  paid,  but  in  the  case  of 
Table  7,  only  after  10  weeks'  premiums 
have  been  paid  to  the  company,  and  in 
the  case  of  Table  8,  only  after  20  weeks' 
premiums  have  been  paid  to  the  company. 

(2)  Monthly   Section.^ — 10  per  cent,  commission 

will  be  paid  for  the  collection  of  pre- 
miums after  the  first  six  months'  pre- 
miums have  been  paid. 

(3)  Ordinary  Department.- — 5  per  cent,  commis- 

sion will  be  paid  for  the  collection  of  pre- 
miums after  premiums  have  been  paid  for 
one  year. 

A  salary  of  £,  s.  d.  per  week  will  be 
paid  the  agent,  provided  he  introduces 
new  proposals  yielding  in  the  aggregate 
a  weekly  revenue  of  not  less  than 
This  salary  mav  be  discontinued  without 
previous  notice  should  the  quality  or  quan- 
tity of  the  business  introduced  be  unsatis- 
factory, or  the  conduct  of  the  agent  give 
cause  for  complaint. 

The  above  commissions,  etc.,  are  payable  sub- 
ject to  the  following  conditions:  — 

(i)  Proposals  on  the  life  of  any  em- 
ploy6  or  agent  of  the  company,  or 
proposals  on  the  life  of  any  member 
of  the  family  of  any  such  persons 
will  not  be  paid  for  until  12  weeks' 
premiums  have  been  paid  on  the  busi- 
ness to  the  company. 

(2)  The  agent  will  not  be  allowed  re- 
muneration set  forth  in  Clause  A  on 
cases  transferred  from  one  table  to 
another,  or  on  cases  of  additional  as- 
surance when  the  original  assurance 
is  lapsed  within  26  weeks  from  date 
of  the  original  assurance. 

(3)  All  proposals  declined,  rejected,  or 
not  completed,  or  policies  on  which 
the  premiums  are  in  arrears  (even  if 
within  the  days  of  grace)  must  be 
lapsed  by  the  agent  immediately  on 
receiving  intimation  from  the  com- 
pany to  do  so ;  and  if  in  any  case  he 
shall  have  received  remuneration  in 
respect  of  any  business  which  shall 
ultimately  be  rejected  by  the  com- 
pany, he  will  return  and  repay  to  the 
company  the  amount  of  such  re- 
muneration. 

(4)  In  addition  to  the  foregoing  terms 
of  remuneration,  the  company  may 
pay  to  the  agent,  by  way  of  allow-' 
ance  on  new  business  introduced  by 
him,  or  in  respect  of  his  special  con- 
ditions or  circumstances,  such  sum  or 
.sums  for  such  times  as  may  be  de- 
termined by  the  General  Manager  of 
the  company. 

(5)  All  salary,  of  whatever  nature,  or 
commission,  or  bonus  to  be  paid  to 
the  agent  by  the  company,  shall 
cease  to  be  or  become  payable  imme- 
diately on  the  agreement  being  ter- 
minated by  any  cause  whatsoever. 
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3-  '(<^)  Whole-life  Assurances  and  Endowment  As- 

surances :  Ordinary  Department. — The 
standard  rate  of  commission  paid  by  this 
society  is  25s.  [)er  cent,  of  the  sum  as- 
sured, payable  pro  rata  with  the  instal- 
ments of  the  first  year's  premium.  In 
.st«ne  instances  30s.  per  cent,  is  paid.  If  g 
obtained  by  an  industrial  agent  the  rate 
is  20s.  per  cent.  The  rate  of  commission 
on  monthly  premium  business  is  also  20s. 
per  cent.  Half  endowments  :  The  rates 
of  commission  referred  to  above  calcu- 
lated on  the  sum  payable  at  maturity. 
Children's  deferred  assurances  and  en- 
dowment assurances  :  los.  per  cent,  of  the 
sum  assured.  Pure  endowments,  deferred  7. 
armuities,  reversionary  annuities,  and 
annuities  other  than  immediate :  10  per 
cent,  of  the  first  year's  premium;  or  if 
paid  by  single  premium,  i  f)er  cent,  on 
such  single  premium.  Immediate  annui-  g 
ties  (purchased  by  single  premium)  :  i  per 
cent,  of  purchase  money.  Children's 
combined  endowment  and  contingent  an-  9- 
nuity :  20s.  per  cent,  on  sum  assured. 
Contingent  assurances :  5s.  per  cent,  on 
the  sum  assured.  In  no  case  does  the 
convasser  have  anv  interest  in  renewals, 
liis  remuneration  is  completed  as  soon  as 
premium  for  first  year  has  been  paid. 
Monthly  premium  policies  :  =;  per  cent,  of 
the  amount  collected  is  paid  to  the  agent 
collecting  same.  In  some  few  cases  where 
the  society  is  represented  by  a  local  agent 
(not  an  officer  of  the  society).  2|  per  cent. 
is  paid  on    premiums    actually  collected. 

{h)  Industrial  Department. — (i.)  The  agent  is 
allowed  a  commission  equal  to  fifteen  (15) 
times  the  amount  of  the  "net  weekly  in- 
crease "  in  his  renewal  debit  in  respect  of 
business  under  tables  other  than  table  F. 
and  five  (5)  times  the  amount  of  the  "net 
\veekl\-  increase  ' '  in  respect  of  business 
under  table  F.  The  agent  is  allowed  a 
deferred  commission,  payable  thirteen 
weeks  later  than  the  commission  referred 
to  in  the  previous  section,  equal  to  nine 
(9)  times  the  amount  of  the  "  net  weekly 
increase  "  in  his  renewal  debit  in  respect 
of  business  under  tables  other  than  table 
F,  provided  that  such  renewal  debit  shall 
show  an  increase  at  the  end  of  the  thirteen 
weeks  over  the  corresponding  amount  at 
the  beginning  of  that  period  (transfers 
and  premiums  void  by  death  of  the  as- 
sured being  left  out  of  account),  and 
provided  further  that  at  the  date  when 
the  deferred  commission  shall  become  pay- 
able, the  agent's  weekly  account  shall 
show  a  net  credit  balance  of  premiums 
paid  in  advance  over  premiums  in  arrear. 
Six  (6)  times  instead  of  nine  (9)  times  as 
in  the  foregoing  sub-section  if  the  net 
debit  balance  shown  by  the  agent's  weekly 
account  shall  not  exceed  the  total  renewal 
debit  J  or  three  (3)  times  instead  of  nine 
(9)  times  if  the  net  debit  balance  shall 
exceed  the  total  renewal  debit,  (ii.)  The 
agent  is  allowed  collecting  commi-ssion  at 
the  following  rates  on  all  premiums  col- 
lected and  accounted  for  by  him  :  Fifteen 
per  cent,  on  premiums  exclusive  of  those 
relating  to  table  F  business,  and  five  per 
cent,  on  table  F  business. 

4-  {a)  (i-)  From   \\  per  cent,   to  75  per  cent,  of 

the  premium  according  to  circumstances. 
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(ii.)  From  2\  per  cent,   to  10  per  cent,  of 
the  annual  premium  according  to  circum 
stances. 

id)  (i.)  50  per  cent. 

(ii.)  5  per  cent. 

(fl)  (i.)  This  varies  according  to  the  table,  sum 
assured,  and  a  number  of  other  contin- 
gencies referring  to  the  expenses  of  the 
agent  borne  by  the  society. 

(ii.)  This  varies  according  to  the  special  ar- 
rangement with  the  agent,  but  it  is  gene- 
rally 2\  per  cent.,  and  never  exceeds  i\ 
per  cent. 

(a)  (i.)  15s.  on  .;£ioo,  20s.  on  .£200,  and  ^s- 
for  every  subsequent  _;^200. 

(ii.)  Nil. 

(h)  No  industrial  business. 

Cannot  say,  not  doing  new  business  in  the  Com- 
monwealth. 

Rate  varies  according  to  class  of  policv  and 
proposed  duration  of  contract.  Agents 
(termed  general  agents)  who  are  aiTthorized 
to  transact  Industrial  as  well  as  Ordinary 
business,  are  paid  in  accordance  with  the 
following  schedule.  It  is  not  customary 
to  divide  Industrial  premiums  into  new 
and  renewal  premiums,  as  a  commission 
is  not  paid  on  new'  premiums,  but  is  based 
on  the  increase  of  new  business  and  re- 
vivals over  lapses  on  the  agency  in  order 
to  give  agents  a  pecuniary  interest  in  re- 
ducing Industrial  lapses  to  a  miiiLiaum. 

The  schedule  of  general  agents'  remuneration  is 
as  follows :  — 

Industrial  Branch. 

(i)  Salary. — Fifteen  per  cent,  on  all  premiums 
which  shall  be  actually  collected  by  the 
agent  under  authority  from  the  secretary 
on  policies  under  Tables  A,  B,  C,  D,  E, 
F,  G,  H,  J,  K,  L,  M,  N,  O,  P,  R,  S,  T. 

(2)  Special  salary.- — Fifteen  times  the  amount  of 

the  permanent  increase  in  the  weekly  col- 
lectible debit,  payment  not  to  exceed  j[^2 
in  amount  in  any  one  week. 

Note. — If  the  weekly  collectible  debit 
should  decrease  at  any  time  through 
lapses,  and  the  agent  should  subsequently 
claim  special  salary  on  any  future  increase 
of  business,  it  will  only  be  payable  upon 
the  increase  calculated  from  the  last  date 
the  special  salary  was  allowed. 

(3)  The  term  "  permanent  increase  in  the  weekly 

collectible  debit  "  signifies  the  amount  by 
whicli  the  debit  is  increased  from  time  to 
time  by  the  excess  of  the  weekly  premiums 
on  new  proposals  introduced,  together 
with  the  weekly  premiums  on  revivals  of 
policies  (with  the  lapse  of  which  the 
agent  was  charged)  over  and  above  the 
weekly  premiums  on  all  lapses  except 
lapses  occasioned  :  (i)  by  death  of  the 
assured,  provided  that  death  does  not 
occur  within  sixteen  weeks  from  the  date 
of  the  policy,  and  that  at  least  sixteen 
weeks'  premiums  have  been  paid  bx  the 
assured ;  (2)  by  the  maturity  of  policies ; 
(3)  by  the  surrender  of  policies  for  cash 
or  free  policies,  provided  no  new  business 
in  the  Industrial  or  Ordinary  branch  re- 
sults from  such  surrender. 
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Ordiuurij  Branch. 
CquJtussiON  ON  Kj^w  PapTOi*4J'S. 


For  Policies  lasucd  to  and 
Accepted  Ijy  Projionents 
under— 


(4)  TablesAl,2,  .3,  4, 
5,  (i,  7,m,2,3, 
4,  fi.  (i,  7,  8,  DI, 
2,  when  niatiir- 
iug  age  is  less 
than  45 

(5)TablesEl,2,  3,and 
term  assui'auces 

(6)  Tables      Ul,       2, 

when  maturing 
age  is  45  or  more 

(7)  Tables  (Jl,  2       ... 


(8)  Tables  F,  ],  2,  3 


£1  per  £100  of  the 
sum  assured  when 
that  is  under  £500 ; 
£1  5s.  per  £100  of 
tlie  sum  assured 
when  tliat  is  £500 
or  over 

10s.  per  £100  of  the 
sum  assured 

40  per  cent,  of  the 
first  year's  premium 

40  per  cent,  of  the 
iirst  year's  premium 

15  per  cent,  of  tl)e 
second  year's  pre- 
mium 

5  per  cent  of  the 
third  year's  pre- 
mium 

£1  per  £100  of  the 
purchase  money 


Payable  as  and 
?>"heii  tlie  Pre- 
mium is  recei\ed 
and  accepted  by 
the  Company 
duiing  tbc  life- 
time of  Assuretl 
for  the  - 


First   year  of 
assurance 


First  year  of 
assurance 

First  year  of 
assui'ance 

First  year  of 
assurance 

Second  year  of 
assurance 

Third  year  of 
assurance 


,9)  When  a  single  premium  is  paid  for  a  policy 
under  any  table  except  groups  E  and  F , 
the  case  will  rank  for  commission  equally 
\vith  a  policy  under  annual  premiums, 
and  ^n  additional  comipission  calculated 
at  the  r^te  of  ij  per  cent,  of  the  single 
premium  paid  will  be  allowed. 

(10)  Commission  for  the  collection  by  the  agent 
of  renewal  premiums  which  he  has  received 
written  instructions  from  the  secretary  to 
collect. — Two  and  a  half  per  cent,  on 
amount  collected  by  agent. 

Agents  who  are  restricted  to  the  transac- 
tion of  Ordinary  business  or\ly,  are,  as  a 
rule,  paid  40  per  cent,  of  the  first  year's 
premium  except  under  Pure  Endowments, 
some  Children's  Endowments,  and  Term 
Assurances,  under  which  the  rate  is  los. 
per  ;£ioo  of  the  sum  assured.  For  an- 
nuities the  rate  is  £1  per  ^100  of  the 
purchase  money.  Convnission  is  subject 
to  the  following  provision: — "When  a 
single  premium  is  paid  for  a  policy  under 
any  class  except  Endowments  and  Term 
Assurances,  ^nd  Children's  Deferred  En- 
dowment Assurances  when  maturing  age  is 
45  or  more,  the  proposal  if  accepted  will 
rank  for  commission  equally  with  one  for 
a  policy  under  annual  premiums,  and  an 
additional  commission  calculated  at  the 
r.!te  of  i|  per  cent,  of  the  single  preni  ir, 
[iaid  will  be  allowed.  When  premiums 
on  an  Assurance  or  Endowment  Assurance 
contract  are  payable  for  a  term  of  less 
than  twenty  year.s,  commission  payable 
shall  not  be  more  than  would  have  been 
payable  had  the  contract  been  for  a 
twenty  years'  term.  Whole  of  Life 
policies  issued  on  risks  accepted  at  rates 
for  ages  above  50  next  birthday  carry 
commission  calculated  on  the  tabular  pre- 
rriium  rate  for  age  50  next  birthday." 
Ordinary  branch  agents  wlio  cooiplete  on 
the  average  ;^5oo  a  month  receive  a  bonus 
of  j£^  per  month ;  for  larger  amounts  the 
bonus  is  in  proportion. 


10.  {a)  The  following  rates  of  commission  are  al- 
lowed to  duly  appointed  agents  of  the 
company  upon  completed  business  secured 
in  accordance  with  its  rules,  and  this  is 
the  only  remuneration  to  which  they  are 
entitled  : — 


Cumniission. 


Kind  ot  l'olic\. 


LiKK,  C'i)KTij<L()rs  Instalment: 
With  continuous  Premiums 

,,     30  years'  ,, 

n     25 '„ 

..     20     „ 

..  15  „ 
„  '»  1<J  .. 
ll.NnoWMlS.>T«  ; 

With  30  yei^vs'  l'remiiu\is     ... 


25 
20 


Knuo\vment8: 

With  15  years'  Premiunis  :    ... 

»    »0    ..  „  ..... 

With  5  >ears'  Premiums 

Tkrm  aki)  Yeakly  RjiNSWAUij; 
Tkkm  : 
With  10  to  2i)  years'  Premiums 


Term,  combined,  less  (haii  I'year 

Single  Pkkmium  PoLict*:^ : 
Life  or  endowment ... 


Annuities  : 
Single  Payment  ou  1  or  3  lives 

Deferred  Payment  ... 


MrstYei^r's 

Kenewfrl. 

1  50  per  cent. 

45     „ 
45     „ 
45     „ 

i  35        „         ! 

(  So  pur  ceut   1 

;  30    „     i 

j  30         ,,         ' 

1 

9  years  of 
7i  per  cent. 

1 
go  per  cent, 
20        „ 

"  QyeaiB  of  5 
,      per  cent. 

15  per  cent.  1 

4  years  of  5 
per  cent. 

40  pev  ee;it- 

40         „ 

20        „         i 

9  years  of  5 
per  cent. 

4  years  of 
per  cent  5 

No  renewal 

C<»^II\H^tiIOK. 

"i  per  cent,    of   amount 
paid  company 

SJ  per  cent,    of    amount 
.       paid  company 
1  30  per  cent,  of  first  year's 
!       premium 

(b)  This  company  does  not  transact  Industrial 
business. 

11.  (a)  (i.)  It.  varies  according  to  the  nature  of  the 

business  from  15s.  per  cent,  on  the  sum 
assured  to  80  per  cent,  of  the  premiums 
from  which  the  medical  fee  is  deducted, 
(ii.)  2\  per  cent,  to  5  per  cent. 

12.  (a)  (i.)  In  Australia  from  15  per  cent,   to  50 

per  cent,  of  the  first  year's  premiums  de- 
pending on  the  form  of  policy,  the  lowest 
percentage  being  paid  on  short  term  en- 
dowments, and  the  highest  on  Ordinary 
life  insurance. 

(ii.)  The  largest  renewal  commission  paid 
by  us  is  5  per  cei^t.  of  the  annual 
premiurti  for  nine  ye^rs,  except  on  endow- 
ment insurances  for  less  than  twenty 
years,  when  3J  per  cent,  is  the  maximum. 
{b)  This  company  does  not  do  Industrial  busi- 
ness. 

Ordinary  Branch. 

13.  {a)  Commission    at   the   rate   of    50    per   cent. 

of  the  first  yeav's  premium,  as  and  when 
paid  by  the  policy-holder,  under  Tables 
I.,  II,;  III.,  IV.,  v.,  and  VII.,  and  in 
respect  of  premiums  collected  by  the 
agent  after  the  first  year's  premium  or 
premiums  shall  have  been  paid,  the  com- 
mission shall  be  at  the  rate  of  5  per  cent. 
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Tublr  sekectal  liy 
.  t^roposcr. 


{b)  Industrial  \Branch. 


Remuiu'Vatioli  )«ivol>l('  to  Aitciit. 


A,  n,  L,  M,  R 


r,  n,  F,  anrlG 


K  and   I' 


A  sum  equal  to  the  entrance  fee  and 
the  lirst  two  weekly  premiums  as  and 
when  collected. 

A  sum  equal  to  the  first  two  weekly 
premiums  as  and  when  collected,  and 
a  further  sum  equal  to  six  weekly 
premiums  as  soon  as  twelve  weekly 
premiums  have  been  paid  by  the 
policy-holder. 

A  sum  equal  to  the  first  two  weekly 
premiums  as  and  when  collected,  and 
a  further  sum  equal  to  four  weekly 
premiums  as  soon  as  ten  weekly  pre- 
miums have  been  paid  by  the  policy- 
holder. 


For  the  collection  of  premiums  commis- 
sion shall  be  payable  by  the  companv,  if 
such  premiums  be  collected  by  the  agent, 
at  the  rate  of  15  per  cent,  under  Table  B. 
and  at  the  rate  of  20  per  cent,  under  all 
other  tables  under  the  Industrial  branch. 
t4.   (a)  (\.)  25s.  per  ;^ioo. 

(ii.)  2\  per  cent. 
(b)  (i.)  los.    salary    for    2s.    new  weekly    pre- 
miums,   five  times  the  net  increase,   and 
80    per    rent,    of    collections    for  twelve 
weeks. 

(ii.)  Life  and  Endowments  Assurances,  20 
per  cent. ;  Pure  Endowments,  5  per  cent. 

15.  (a)  Ordinary  Branch. 

New  business  under  Tables  T..  HI.,  IX., 
XIII.,  XV.,  XVI..  XVII..  XVIII.. 
XIX..  XX.,  XXI.,  XXII.,  and 
XXIII.-^ 

First  year's  rate,  60  per  cent. 
Second  year's  rate,  10  per  cent. 
Third  year'.s  rate,   %  per  cent. 
The  first  year's  commission  is  limited  not  to 
exceed  £,2  los.  per  :^ioo  on  the  sum  as- 
sured in  each  individual  policy  issued. 
Advances    are    made    apainst    the    foregoinpf 
terms  from  time  to  time,   as  deemed  ad- 
visable by  the  management. 
Commission  rates  for  Annuities,  Single  Pre- 
miums, or  anv  Tables  (new  or    old)    not 
stated  above  will  be  fixed  bv  special  ar- 
rangement with  the  General  Manager. 

{h)  Industrial  Branch. 

(i)  New  Business. — On  each  completed  and  ac- 
cepted new  proposal  personally  intro- 
duced after  the  date  of  this  agreement  on 
which  a  policy  shall  have  been  issued,  the 
association  will  pav  (subject  to  the  deduc- 
tion of  any  previous  cash  advance)  r^s 
under : — 
Ordinary  Branch — 

(All  Tables). procuration  fees  at  rate  of 
40  per  cent,  of  the  first  year's  pre- 
mium. .Such  procuration  fees  not  to 
exceed  £,7.  per  cent,  on  the  sum  as- 
sured, and  is  payable  when  a  Policy 
Acknowledgment  Form  has  been  dub 
signed  bv  the  assured  and  received 
bv  the  association. 
Tndustri.Tl  Branch — 

Weekly  T.ife  Tables,  procuration  fees  at 
rate  of  50  per  cent,  of  the  first  Twenty 
.  weeks'   premium. 

Monthly  Life  Tables,  procuration  fees 
at  rate  of  50  per  cent,  of  the  first 
six   months'   nremium. 


V/eekly  Endowment  Table  "  N,"  pro- 
curation fees  at  rate  of  100  per  cent, 
of  the  first  four  weeks'  premium. 
Payable  fro  rata  as  and  when  the  instalments 

of  premium  are  paid  to  the  association. 
N.B. — No  new  business  fees  will  be  allowed 
on  re-entered  business. 

(2)  Renewals.- — The  commission  on  renewal  pre- 

miums personally  collected  will  be  as  fol- 
lows : — 
Ordinary  Branch — 

Business  cn'er  twelve  months  in  force, 
5  per  cent. 
Industrial  Branch  — 

Weekly     Section,    business    over    four 
weeks  in  force,  2\  per  cent.  Endow- 
ment collections. 
Weekly  Section — *Business  over  twenty 
weeks  in  force,  20  per  cent.  Life  col- 
lections. 
Monthly    Section — *Business   over    one 
month  in  force  2%  per  cent.  Endow- 
ment collections. 
Monthly    Section — *Business    over    six 
months    in    force,   10  per  cent.  Life 
collections. 
*0r  under  these  periods,  in  the  case  of  business  not 
personally  introduced. 

(3)  New  Business  Allowance. — When  the  weekly 

collectible  Life  debit  is  under  j[,a,,  an 
allowance  will  be  made  on  the  following 
scale,  provided  the.  a^ent  introduces  and 
completes  new  propcsrt's  in  the  Indus 
trial  Branch  that  shall  yield, to  the  asso- 
ciation weekly  premiHai  revenns  as  rtated 
(Table  N  except'ed)Vuf)cn' Wh:c?i'tnc 'first 
instalment  of  premiums  has  been  collected 
— such  business  to  be  sound  and  satisfac- 
tory to  the  association  in  every  respect, 
and  subject  to  inspection  and  acceptance 
bv  the  association. 


For  Weekly  Life  Premhmi 



Kevenue  of 

is.  fld. 

!..      (1. 

8s.     Od. 
£    s.    d. 

4s.  ed. 

£    8.    d. 

1st,  2nd,  Srd  and  4th  weeks  ... 

to    0 

1      0     0 

1    10     0 

ntli,  fiHi,  7th  and  8th  weeks  ... 

8     9 

0   I-     9 

1      fi     .-! 

9th.  inth,  nth  and  12th  weeks 

7     6 

0   15     0 

1      2     R 

necreashi?  thereafter  at  rate  of 

(per  week) 

0     R 

0     I      0 

0     1      fi 

Ceasing  entirely  at  the  expiration  of  the  27th 

week. 
Two  shillings  and  sixpence  monthly  pre- 
miums to  be  counted  as  equal  to  7d. 
weekly.  In  the  event  of  no  new  business 
allowance  being  granted,  from  any  cause 
whatever,  then  the  agent  will  be  entitled 
to  the  remimeration  only  on  the  week's 
results,  under  clauses  (1)  and  (2)  above. 
(4)  Quarterly  Remuneration. — When  the  weekly 
collectible  Life  debit  is  £,i,  or  over,  and 
agent  has  received  no  new  business  allow- 
ance under  clause  (3),  the  agent  will  be 
paid  an  allowance  to  be  known  as  "  quar- 
terly remuneration"  upon  the  permanent 
net  increase  of  the  weekly  collectible  Life 
debit  during  each  quarter  (after  all  poli- 
cies transferred  from  any  other  agent 
have  been  deducted,  and  all  cases  beyond 
the  days  of  grace  duly  lapsed),  as  fol- 
lows :  — 

For  increase  made  while  the  Life  debit 
is  ^4  and  under  £6,  three  times 
the  amount  of  approved  Life  in- 
crease. 
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For  increase  made  while  the  Life  debit 
is  ;£6  and  under  £^~i,  four  times  the 
amount  of  approved  Life  increase. 
For  increase  made  while  the  Life  debit 
is  jQi  and  under  j[fi,  five  times  the 
amount  of  approved  Life  increase. 
For  increase  made  while  the  Life  debit 
is  ^8  and  upwards,   six    times    the 
amount  of  approved  Life  increase. 
Quarterly  remuneration  is  subject  to  the  fol- 
lowing provisions:  — 

(i.)  If  the  amoimt  of  the  weekly  col- 
lectible Life  debit  shown  on  the 
weekly  account  for  the  Monday  from 
which  a  quarter  commences  be  ^8, 
and  the  amount  of  the  weekly  col- 
lectible Life  debit  taken  in  the  same 
way  thirteen  weeks  from  that  Mon- 
dnv_  be  £,\o,  the  increase  in  such 
debit  will  be  £,1,  and  the  agent  will 
be  allowed  ;£i2,  providing  that  por- 
tion of  such  increase  has  accrued  in 
consequence  of  policies  having  been 
transferred  to  him,  or  existence  of 
policies  on  book  in  arrears  over  limit 
allowed, 
(ii.)  If  the  collectible  Life  debit  should 
decrease  during  a  quarter,  and  the 
agent  should  subsequently  claim  this 
quarterly  bonus  on  anv  future  in- 
crease of  bonuses,  it  will  only  be 
permitted  upon  the  increase  from  the 
, .  ,  ■  ^      .  la's!:  d&te  on  which  the  allowance  was 

•"  ?.(Jthonsed.  For  example: — If  an 
',  agent's 'collectible  Life  debit  has  in- 
creasefi  fi'om  yCS  to  ^^lo,  and  then 
decreased  to  ^q,  any  subsequent  in- 
crease must  be  reckoned  on  the  ;^io, 
and  not  on  the  fy. 
(iii.)  The  collections  averaging  not  less 

than  95  per  cent,  of  the  debit, 
(iv.)  A  form  will,  at  the  termination  of 
every  thirteen  weeks,  have  to  be  filled 
in    by    the    agent    and    forwarded 
through    the    Superintendent    to    the 
home    office    for    examination.       If 
found   in   order,   the   agent   will    re- 
ceive an  authority  to  charge    in    his 
weekly  account  for  the  eighth  week 
after  close  of  quarter  the  amount  of 
quarterly    remuneration    (if    any)    to 
which  he  is  entitled, 
ifi.   («)  6".')  60     per     cent,      of     the     first     year's 
premiums  if  paid  annually,   50  per  cent. 
other^vise. 
Cii.)  2%  per  cent. 
(V)  (i.'l  Cenerallv     twelve     times     the      weekh- 
nrPmium. 
(ii.)  rai  per  cent. 
i6a.   id)  (i.')  6o_    per     cent,     of     the     first     vear's 
premium    if    payable    annually,    50    per 
cent,  otherwise, 
(ii.)  2\  per  cent. 
{V)  (i.)  Twelve  times  the  weekly  premiums  with 
slight  varintions  to  meet  local  conditions 
in  some  States. 
(ii.)  X2\  per  cent. 
17.  (a)  (i.)  None. 

(ii.)  5  per  cent. 


Rc-pUes. 

I.  £^^  5s.  lo  £,^  IS.  6d.,  as  per  report  for  1906. 
J.   For  the  year  ended  31st  December,  1907,  4.34 

per    cent.,    after    deducting    real    estate 

charges. 

3.  The  average  rate  at  which  the  total  assurance 

and  annuity  funds  of  this  Society  were 
invested  on  31st  December,  1907,  rifas 
_^4  8s.  8d.  per  cent. 

4.  ;£4  8s.  iid.  per  cent. 

5.  5.31  per  cent  during  1907. 

6.  The  rate  of  interest  yielded  by  the  funds  (after 

deduction  of  amount  to  credit  of  invest- 
ment fluctuation  fund),  for  the  \ear  ended 
31st  December,  1907,  was  £,1^  os.  3d. 
per  cent. 

7.  The  average  rate  of  interest  at  which  the  total 

assurance  fund  is  invested  is :  — 

l*er  cent. 

1898  ...  ...    4.26 

1899  ...         ...    5.71 

1900  ...  ...     4.06 

1901  ...  ...     4. II 

1902  ...  ...    4.23 

9.   For  the  year  1907  the  average  rate  of  interest 
earned  was  £\  6s.  8d.  per  cent. 

11.  At  30th  September,  1908,  the  average  rate  was 

4.74  per  cent,  per  annum. 

12.  The  average  rate  at  which  funds  were  invested 

at  31st  December,  1907,  was  4.557  per 
cent.  The  rate  of  interest  has  not  yet 
been  determined  for  1908. 

13.  3.87  per  cent. 

14-    1907,  £^  Ss.   I  id. 

15.  3.42  per  cent. 

16.  £/i,  9s.    7d.   per  cent.,   as  at  30th  September, 

1908. 
I 6a.   Almost  4J  per  cent. 

17.  3^  per  cent. 


Section  IX.— Interest   Earned. 
Question  62. 
What  is  the  average  rate  of  interest  at  which  the 
total    assurance    and    annuity    funds    of 
vour  company  are  invested? 


Question  63. 

What  method  is  adopted  in  your  company  in  com- 
puting the  average  rate  of  interest 
earned  ? 

Re-plies. 

I.  Taking  the  average  of  the  funds  at  the  begin- 
ning and  the  end  of  the  year,  and  de- 
ducting the  year's  interest. 

i.  Rates  ascertained  by  dividing  the  net  interest 
received  by  the  mean  of  the  assurance 
fund,  diminished  by  half  the  interest. 

3.  The   average   rate   of   interest   earned   through- 

out any  particular  year  is  computed  by 
dividing  the  interest  receipts  by  the  mean 
of  the  total  funds  at  the  beginning  an  J 
end  of  the  year  in  question. 

4.  The  rate  is  found  by  dividing  the  interest  in- 

come of  the  year  1907-8  by  the  mean 
fund  of  the  year,  diminished  by  one-half 
the  interest  income. 

5.  The  interest  shown  in  the    revenue    account    is 

divided  by  the  mean  of  funds  at  the  be- 
ginning and  at  the  end  of  the  year. 

6.  The  interest  received  during  the  year  is  divided 

by  the  arithmetical  mean  of  the  assurance 
funds  at  the  beginning  and  end  of  the 
year,   diminished  by  half  the  interest. 

7.  Our  company  does  not  adopt  any  method  for 

this,  and,  so  far  as  I  know,  no  method 
is  adopted  by  other  companies. 
9.  The  average  rate  of  interest  is  determined  by 
dividing  the  interest  received  in  the  year 
by  the  mean  of  the  funds  (at  the  begin- 
ning and  end  of  the  year)  diminished  by 
one-half  the  interest. 
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11.  This  company  has  not  adopted  any  method. 

12.  See   schedule   attached   hereto,   which  gives   In 

detail  the  method  used  in  calculating  the 
average  net  rate  of  interest  earned  in 
1908.  Questions  62  and  63  call  for  dif- 
ferent answers,  the  former  referring  to 
the  average  rate  of  interest  at  which  the 
funds  are  invested,  and  the  latter  the 
average  rate  of  interest  earned.  In  our 
dividend  calculations  we  take  the  net 
rate  of  interest  earned,  making  a  pro- 
vision for  charging  a  sum  equal  to 
3-i6ths  of  I  per  cent,  of  our  mean  assecs 
as  investment  expenses.  In  arriving  at 
the  interest  earned,  we  also  take  account 
of  profit  and  loss  items  which  would  not 
be  considered  in  determining  the  rate  at 
which  the  funds  were  invested. 

13.  Add   together  funds  at  beginning  and  end  of 

year,  and  divide  bv  2.  From  the  quo- 
tient subtract  half  the  interest  actually 
accruing  for  the  year.  Then  the  rate  of 
interest  is — 

100  X  Interest. 


Remainder  thus  obtained. 


U.— 
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21 
A+B^r 

Where  T  is  the  interest  earned  in  the  year. 

A  and  B  the  capital  at  the  beginning  and  end 
of  the  year,  respectively. 

The  rate  of  interest  is  obtained  by  finding  the 
percentage  that  the  interest  received 
bears  to  the  mean  funds,  i.e.,  half  the 
sura  of  the  funds  at  the  beginning  and 
end  of  the  year,  less  half  a  year's  in- 
terest. 
16.  The  mean  amount  of  the  funds  for  the  year. 
I 6a.  Dividing  the  total  interest  earned  in  a  year 
by  the  arithmetical  mean  of  the  funds 
at  the  beginning  and  at  the  end  of  the 
vear. 


Question  64. 

What  method  do  you  consider  furnishes  the  most 
accur.ite  results  ? 

Replies. 

1.  See  reply  to  Question  63. 

2.  The  method  described  in  reply  to  Question  63. 

3.  The  method  given  in  reply  to  Question  63  gives 

sufficiently  accurate  for  any  purpose 
to  which  it  requires  to  be  applied, 
but  probabK-  a  mere  theoretically  ac- 
curate method  is  to  use  the  formula 
•21 
A-l-K — 1,  where  I  is  the  year's  in- 
terest revenue,  A  the  fund  at  the  begin- 
ning of  ■  the  year,  and  B  at  the  end  of 
the  year. 

4.  That   depends  upon   the  object  of  the  calcula- 

tion. The  method  stated  in  answer  to 
question  6^  gives  the  rate  earned  during 
the  year. 

5.  Ours. 

6.  The  method  described  under  heading  6t,. 

7.  I  could  not  say. 

9.  That  outlined  in  answer  to  question  63,  as  can 
be  very  simply  and  conclusively  shown. 
21 
ri.  The  formula  A-fR—I 

When  I  equals  interest  received  during  year, 
A  equals  funds  at  beginning  of  year, 
and  B  equals  funds  at  end  of  year. 


12.  We  consider  the  method  referred  to  in  reply  to 

Question  63  the  best  for  determining  the 
net  rate  of  interest  earned.  It  iias  been 
used  bv  the  company  for  several  years, 
and  was  contained  in  a  paper  delivered 
by  Mr.  Weeks  before  the  Actuarial  So- 
ciety of  America  in  October,  1906. 

13.  The  method  given  in  reply  to  Question  63  gives 

the  best  working  approximation  we  are 
aware  of. 

14.  That  given  in  reply  to  Question  62, 

15.  That  given  in  reply  to  Question  63. 

16.  I   see  no  object  in  employing  a  more  intricate 

method  than  that  given  in  reply  to  Ques- 
tion 63.  That  method  is  sufficiently  exact 
for  all  purposes. 
I 6a.  I  fail  to  see  that  any  advantage  is  to  be 
gained  by  refining  on  the  method  de- 
scribed in  answer  to  Question  63. 


Section  X. — Deposit.s  With  Government. 

Question  65. 

MTiat  is  your  opinion  as  to  the  desirability  or 
otherwise  of  requiring  a  company  to 
lodge  a  deposit  with  the  Government 
prior  to  commencing  life  assurance  busi- 
ness in  the  Commonwealth 

Replies. 

r.  It  is  ver}'  necesarv,  provided  it  mav  take  the 
form  of  approved  securities,  which  mav 
be  replaced  when  necessary  bv  other  ap- 
proved  securities. 

3.  T  am  of  opinion  that  no  companv  should  bf> 
allowed  to  commence  business  witTiout 
making  a  deposit  with  the  Government 
as  evidence  of  bona  -fides. 

3.  Tt  seems  desirable  that  some  deposit  should  be 

required  from  new  comonnies  as  a 
guarantee  of  good  faith,  and  in  order  to 
discourage  the  startino;  of  bogus  enter- 
prises. 

4.  Desirable. 

5.  All  Life  Offices  should  be  compelled  to  make 

such  deposit. 

6.  Tt  is  a  prudent  provision  against  the  formation 

of  "mushroom"  companies. 

7.  I    strongly    favour    such    being  done.        It    is 

the  greatest  and  onlv  initial  guarantee 
of  a  companv's  bona  fides. 

8.  Certainly,    as   a   guarantee   of   bona   fides   and 

for  protection  of  policy-holders. 
0.   Tt  is  desirable  as  a  guarantee  of  bona  fides. 

II.  I  agree  with  recommendation  of  Life  Offices 
Association.      (See  pp.    i34-(i.) 

T2.  The  conclusion  come  to  by  the  Select  Com- 
mittee of  the  House  of  Lords  on  Life 
Insurance  Companies  is  probably  ap- 
plicable to  Australia.  A  copy  of  their  re- 
port, dated  31st  July,  1906,  is  attached. 
Their  opinion  was  formed  after  hearing 
the  principal  British  actuaries. 

13.  I    favour    the  English    Act  of    1870,  but    this 

would  preclude  the  formation  of  any  fur- 
ther mutual  societies. 

14.  I  think  the  English  Act  has  conclusively  proved 

the  desirability  of  such  deposit. 

15.  I  am  of  opinion  that  a  deposit  should  be  re- 

quired from  all  new  Life  Offices. 
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1 6.  The  lodging  of  any  substantial  deposit  with 
the  Government  would  have  prevented 
tlie  establishment  of  any  of  the  present 
Australian  Life  Offices.  For  companies 
now  in  existence  such  a  requirement 
would  be  an  excellent  thing,  as  it  would 
tend  to  prevent  any  further  competition 
than  now  exists,  but  I  am  not  sure  that 
this  would  be  a  good  thing  from  the 
point  of  view  of  the  public- 

i6a.   The    Government   deposit   prevents   the   estab 
lishment  of  new  companies.     To  have  i-o 
deposit    imigorates    the   business   by    the 
advent  of   fresh   blood,   with  its  atteniT 
ant  risk  of  misad\enture.     To  require  .) 
deposit  creates  a  monopoly  for  the  exist 
ing   institutions,    with    its   attendant   risk 
of    bloated    overgrowth    and    undisturbed 
self-sufficiency. 
I  favour  no  deposit. 


Question  d^'. 

Do  you  consider  that  the  sum  specified  as  deposit 
in  the  English  Life  Assurance  Companic'i 
Act  1870,  viz.,  _;^2o.ooo,  is  a  sufficient 
guarantee  of  bona  fides? 

Replies.  _ 

1.  Ves. 

2.  Yes. 

3.  Yes. 

4.  Yes. 

^.  Yes.   it  is  better  than  nothing  at  all 

6.  Yes. 

7.  Yes. 
9.  Yes. 

11.  See  reply  to  Question  65 

12.  See  replv  to  Question  65. 

13.  Yes. 

14.  Yes. 

15.  _;^io,ooo  is  sufficient  and  would  not  prevent  new 

offices  being  formed.  If  the  amount  of 
the  deposit  is  unduly  large  it  would  tend 
to  create  a  monopolv  in  the  hands  of  the 
existing  offices,  and  the  effect  vk'ould  pre- 
clude the  formation  of  any  new  mutual 
life  offices. 

t6.   Yes. 

i6a.  It  has  mostlv  proved  sufficient  in  England  for 
the  puryiose  for  which  it  was  intended. 


Question  67. 


(a)  In  vour  opinion  is  the  provision  of  the  Eng- 
lish Act  for  the  return  of  the  deposit 
when  the  accumulated  funds  .nmoimt  to 
;^4o,ooo  a  de.sirable  one? 

(fi)  State  vour  rea.sons  for  your  opinion. 

Replies. 

I.   (a)  No. 

{h)  I  think  ^^20.000  should  be  retained  for  the 
.security  of  policy-holder.s. 

I.   (a)  No. 

{b)  If  a  Company  can  make  a  deposit  with  the 
Government  to  enable  it  to  commence 
business  it  should  certainlv  be  prepared 
to  leave  it  with  the  Government  no  mat- 
ter what  the  amount  of  its  Funds.  The 
fact  that  the  .Accumulated  Funds  reached 
1^40.000  is  no  reason  why  the  policy- 
holders should  not  continue  to  have  the 
additional  protection  which  the  deposit 
affords. 


3.  {a)  and  (b)  This  provision  seems  to  have,  on  the 

whole,  worked  well  in  luigland,  and  there 
does  not  seem  to  be  any  sufficient  reason 
for  altering  it  as  far  as  it  relates  to  local 
companies.  It  is  capable  of  abuse  when 
applied  to  foreign  companies. 

4.  (a)  It  is  not  a  proper  pro\ision. 

(b)  A  Company  might  accumulate  even  ;£40,ooo 
and  still  be  insolvent.  The  guarantee 
of  bona  fides  should  be  such  as  to  secure 
the  establishment  of  a  solvent  Company 
tefore  it  can  be  withdrawn,  and  in  the 
ca.se  of  a  foreign  company  it  is  not  de- 
sirable that  it  should  be  possible  to  with- 
draw all  the  assets  and  then  to  relin- 
quish business. 

5.  {a)  No. 

{b)  All  life  offices  should  be  compelled  to  de- 
posit a  percentage  of  their  funds  with 
Government. 

6.  (a)  Yes,  in  the    case    of    companies  or  institu- 

tions established  locally,  that  is  to  say, 
where  the  head  office  is  not  in  a  foreign 
country.  Otherwise  there  is  a  risk  of 
the  business  being  discontinued  and  no 
funds  left  for  the  protection  of  the  local 
policy-holders. 
(b)  It  is  undesirable  that  a  large  portion  of  a 
Life  Assurance  Company's  funds  should 
be  locked  up  by  a  Government  Depart- 
ment, as  it  has  been  proved  that  a  com- 
pany with  the  usual  powers  of  investment 
can  safely  obtain  a  much  larger  return 
bv  way  of  interest  by  using  the  money 
itself  than  is  obtained  by  the  same  when 
invested    by    a    Government    Department. 

7.  (a)  No.       (b)  As    the    deposit     earns    interest 

there  is  no  necessity,  and  it  is  well  to 
keep  this  additional  safeguard. 
9.  (a  &  b)  Yes,  for  all  companies  with  head 
offices  in  the  Commonwealth,  and,  there- 
fore, under  its  jurisdiction,  because  the 
deposit  is  in  the  first  place  required  to 
show  the  company's  bona  fides,  and  when 
it  has  ^40,000  of  premium  income  it 
should  he  in  a  proved  position,  though  it 
might  be  advisable  to  insist  that  the 
withdrawal  of  the  deposit  shall  not  only 
be  conditioned  on  a  certain  premium  in- 
come, but  on  the  soundness  of  the  com- 
panv's  actuarial  position,  since  extrava- 
gant management  might  secure  a  big  pre- 
mium income  with  a  corresponding  un- 
satisfactory financial  position.  It  would, 
however,  he  wise  to  retain  the  deposit  (or 
so  much  of  it  as  would  be  sufficient  to 
cover  Australian  liabilities)  in  cases 
where  the  head  office  of  the  company  is 
in  another  country,  and  where,  therefore, 
the  authority  of  the  Commonwealth 
could  not  follow,  unless  the  plan  sug- 
gested in  question  68  were  adopted.  A 
case  which  came  before  the  South  Aus- 
tralian Courts  within  the  last  few  years 
emphasises  the  necessity  of  this. 

It  is  desirable  that  some  protection  should 
be  afforded  to  policy-holders  when  a 
foreign  company  ceases  business,  since 
thev  Cand  other  creditors)  must  prose- 
cute their  claims  in  a  foreign  and  pro- 
bably   distant    country. 

If  a  real  safeguard  of  policv-holders'  in- 
terests is  required  the  deposit  if  retained 
should  bear  some  relation  to  the  full 
liability  on  the  policies.  Less  *^han  this 
is  simply  a  measure  of  protection  and  a 
guarantee  of  bona  fides. 
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n.   See  reply  to  Question  65. 

12.  See  reply  to  Question  65. 

13.  (a)  No. 

(d)  Should  remain  with  Government  so  lon^ 
as  any  obligations  remain  outstanding 
against  the  company. 

14.  (a)   I   think  it  is  immaterial. 

(h)  The  company  might  get  a  slightly  increased 
interest  yield  elsewhere,  but  most  offices 
would  prefer  to  keep  a  great  deal  more 
than  _;^20,ooo  in  gilt-edged  securities. 

15.  (a)  No. 

(/')  The  deposit  would  remain  as  an  evidence 
of  bona  fides,  and  make  no  appreciable 
difference  to  the  office,  because,  as  theii 
business  grew,  the  amount  of  deposit 
with  the  Government  would  be  a  small 
proportion  of  the  funds  in\ested  in  Gov 
ernment  securities. 

16.  (a)  Yes. 

(b)  1  see  no  reason  for  holding  the  deposit  when 
once  a   company    has  got   a   sound    foot- 
ing. 
I 6a.   (a)  Yes. 

(b)  The  deposit  will  probably  by  that  time 
have  served  its  purpose.  If  the  liabili- 
ties are  less  than  the  assets  the  company 
is  likely  to  flourish,  and  if  they  are  not, 
the  holding  of  a  fraction  of  the  as.sets 
by  the  Government  seems  likel)  to  prove 
futile. 


Question  68. 

What  is  your  opinion  concerning  the  desirability 
of  a  deposit  being  retained  by  the  Gov- 
ernment .so  long  as  Commonwealth  busi- 
ness remains  on  the  company's  books,  and 
so  determined  as  to  bear  a  definite  ratio 
to  the  liability  incurred  in  respect  of 
such  business? 

Replu:,. 

1.  In  mv  opinion '_;£2o, 000  would  Ix;  .iiniilc. 

2.  If  a  company  had  to  continue  making  deposits 

with  the  Government  as  its  liability  in 
creased,  the  time  might  arise  when  the 
fact  of  a  large  portion  of  its  funds  be- 
ing "tied-up'  might  prejudicially  affect 
policy-holders. 
The  directors  of  a  companj-  being  anxious 
to  get  as  large  a  return  as  possible  upon 
their  funds  would  be  hampered  if  they 
were  unable  to  vary  their  investments  as 
circumstances  demanded. 

3.  I    see  no  objection   to  the  enactment   of   some 

provision  of  this  sort. 

4.  I  see  no  objection  to  the  Government  retaining 

the  deposit  so  long  as  Commonwealth 
business  remains  on  the  company's  books, 
but  I  am  not  in  fa\our  of  the  amount 
of  the  deposit  being  required  to  l)ear  a 
definite  ratio  to  the  liability. 

5.  Desirable   certainly. 

6.  1  think  the  provisions  of  the  English  Act  very 

suitable  for  the  Commonwealth  business, 
so  far  as  companies  locally  incorporated 
are  concerned,  but  as  indicated  in  my 
answer  to  question  67  {a),  there  appears  to 
i>e  a  good  reason  for  retaining  the  original 
deposit  in  the  case  of  a  foreign  company, 
for  the  protection  of  policy-holders.  So 
far  as  making  the  deposit  vary  according 
to  a  certain  ratio  based  upon  the  actual 
liability    in    respect    to    the    business    in 


force,  I  believe  such  a  method  would  be 
unsound  in  practice  and  hurtful  to  life 
insurance  institutions  generally. 

7.  !  stronglv  favour  such  being  done,  but  do  not 
consider  the  deposit  should  te  reduced  in 
proportion  to  the  business  existing.  In 
tiie  event  of  a  company  having  only  a 
few  remaining  policies,  there  are  other 
means  of  disposing  of  the  business  -prior 
to  withdrawal  of  deposit. 

9.  1  think  it  would  be  an  excellent  thing  if  the 
Go, ernment  were  to  require  a  deposit  of 
assets  representing  the  liability  on,  say, 
4  per  cent,  pure  premium  basis.  Com- 
panies would  make  a  more  severe  valua- 
tion than  this,  and  so  have  ample  funds 
in  hand  over  and  above  a  Government 
guarantee.  If  assets  were  made  readily 
available  by  the  Government  there  could 
be  no  more  objection  to  depositing  with 
the  Government  than  with  a  bank  or  a 
safe  deposit  company.  Some  concession 
would  have  to  be  made  to  young  com- 
panies. 

11.  See  reply  to  Question  65. 

12.  See  reply  to  Question  65. 

13.  See  reply  to  Question  67  {b). 

14.  I  think  this  might  fairly  be  done. 

15.  1    am  of  opinion  that  a  deposit  should  be  re- 

tained by  the  Government  so  long  as 
Commonwealth  business  remains  on  the 
company's  books,  but  that  the  sum  fixed 
as  the  original   deposit   is  ample. 

16.  A  deposit  would  be  unnecessary  and  might  be 

misleading. 
i6a.  So  far  as  companies  having  their  head  office 
located  within  the  Commonwealth  art 
concerned  the  arrangement  would  be  in- 
operati\e  so  long  as  the  company  remains 
sound.  It  would  only  come  into  useful 
operation  in  the  event  of  a  company  get- 
ting into  difficulties.  If  the  ratio  re- 
ferred to  were  much  less  than  unity  the 
Commonwealth  would  appear  ridiculous 
when  winding  up  showed  that  it  had  been 
holding  on  to  an  insuff.cient  amount  of 
deposit.  On  the  other  hand,  if  the  ratio 
were  unity,  or  nearly  so,  the  solvent  com- 
panies would  be  much  hampered  in  their 
operations   needlessly. 


Question  69. 

Do  you  consider  that  a  depo.sit  should  be  required 
from  all  existing  companies  (not  only 
from  those  commencing  business)? 

Re-plies. 

1.  Yes. 

2.  Yes,     But    I   consider   that   exi.sting   companies 

having  deposits  with  State  Governments 
should  either  be  empowered  to  transfer 
such  deposits  from  the  States  to  the  Com- 
monwealth, or  else  be  credited  by  the 
Commonwealth  with  the  amount  of  de- 
posits so  made,  and  if  these  deposits  did 
not  equal  the  requirements  of  the  Com- 
monwealth that  the  balance  only  be  de- 
posited with  the  Commonwealth. 

3.  Tn  some  of  the  States  a   permanent  deposit  is 

already  required  by  the  State  Government 
from  all  companies.  I  presume  a  Com- 
monwealth deposit  would  hardly  be  re- 
quired in  addition  to  those  at  present  re- 
quired by  the  States.       There  does  not 
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seem  too  much  objection  to  a  deposit  with 
the  Government  of  reasonable  amount, 
but  is  questionable  whether  such  an  enact- 
ment would  prove  to  be  of  any  substan- 
tial   benefit. 

4.  Yes. 

5.  Yes. 

6.  Provided  the  existing  company  is  incorporated 

locally,  and  has  a  well-established  busi- 
ness, no  deposit  should,  in  mv  opinion, 
be  required. 

7.  Yes. 

8.  From  all  companies  transacting  new  life  busi- 

ness. 

9.  Not  necessary  unless  full  amount  of  liability  is 

deposited. 

11.  See  reply  to  Question  65. 

12.  See  reply  to  Question  65. 

'3.   Could  scarcely  be  made  retrospective,  for  to  de- 
.  mand   ^^20,000   from   a  young  company 
might  have  the  effect  of  crippling  it. 

14.  If  my  assumption  that  the  deposit  is  required 

for  the  protection  of  policy-holders  is 
correct,  then  such  deposit  should  be  re- 
quired from  existing  companies. 

15.  Yes,  provided  the  deposits  now  made  with  the 

State  Governments  are  accepted  as  de- 
posits by  the  Commonwealth. 

16.  No. 
j6a.   No. 


Question  70. 


Should  companies  having  their  head  office  in  Aus- 
tralia receive  preferential  treatment  as 
regards  deposits  or  other  matters  ? 


Replies. 

1.  No. 

2.  I  think  not. 

3.  T   think  foreign  companies  should  be  required 

to  deposit  a  sufficient  amount  of  approved 
securities  with  the  Govemment,  as  other- 
wise there  may  be  no  assets  in  Australia 
which  could  be  levied  upon  in  case  of 
need. 

4.  T  think  companies  having  their  head  offices  in 

Australia  are  entitled  to  receive  preferen- 
tial treatment  as  regards  deposits,  but  T 
attach  verv  little  importance  to  the 
matter.  There  are  no  other  points  upon 
which  I  should  recommend  preferential 
treatment. 
I  wish,  liowever,  to  state  that,  in  my  opinion, 
the  fundamental  basis  upon  which  de- 
posits have  been  held  by  the  States  as 
assets  "  secured  "  for  the  discBarge  of 
a  company's  liabilities  under  its  policies 
in  a  State  in  the  event  of  its  insolve'ncv ; 
and  further,  the  provision  that  in  the 
event  of  a  company's  insolvency  the 
whole  of  the  assets  in  the  State  shall  be 
applied,  so  far  as  the  "  same  will  extend, 
"  in  or  towards  satisfaction  of  the  liabili- 
"  ties  of  the  company  in  the  State  ;  and 
"  no  part  of  such  assets  shall  be  applied 
"  in  payment  of  anv  liabilities  of  the  com- 
"  pany  incurred  elsewhere  than  in  the 
"  State  until  the  whole  of  the  liabilities 
"  incurred  in  the  State  shall  be  paid  in 
''  full  "  is  radically  wrong. 


A  life  a.ssurance  company  is  one  institution  in 
which  all  the  policy-liolders  are  equallv 
interested ;  but  State  legislation  seems  to 
proceed  upon  the  idea  that  a  life  assur- 
ance company  is  comjjosed  of  a  number 
of  institutions,  all  more  or  less  hostile 
and  requiring  to  be  protected  against 
each  other.  It  is  onlv  because  legislation 
of  this  kind  has  never  had  to  l)e  brought 
into  active  operation  that  it  has  done  no 
harm. 

If  a  company  becomes  insolvent,  the  deposit 
should  not  be  held  by  the  Commonwealth 
until  the  whole  of  the  company's  liabili- 
ties in  the  Commonwealth  shall  he  paid 
in  full,  but  only  until  the  liabilities  of 
the  company  in  the  Commonwealth,  oti 
the  basis  of  the  winding  np,  are  paid  in 
full,  and  any  surplus  should  then  be  for- 
warded to  the  liquidator  to  enable  him 
to  carry  out  the  scheme  of  distribution  of 
assets. 
■5.   No.      Why  should  they? 

6.  Yes. 

7.  No. 

8.  No :    policy-holders    in     Australian     companies 

should  have  the  same  protection  as  those 
insured  in  other  offices. 

9.  Preferential   treatment    for   domestic   offices    is 

not  necessary.      Competition  is  good   for 
the  business.      We  should  be  able  to  do  at 
least  a.s  much  as  we  ask  foreigners  to  do. 
ri.   See  reply  to  Question  65. 

12.  We  should  naturally  prefer  that  they  would  not. 

13.  Local  companies,  being  quite  equal  to  all  local 

requirements,   .should  lie  entitled   to  prf; 
ferential  treatment. 

1 1,  T  think  not,  for  the  reason  advanced  in  my 
reply  to  question   69. 

15.  No. 

t6.  No.  A  foreigner  would  find  it  much  more 
difficult  to  get  a  footing  in  Anstra.lia 
without  having  made  a  deposit  with  the 
Commonwealth  Government  than  he 
would  do  with  one.  He,  however,  having 
once  commenced  business  should  be  com- 
pelled to  maintain  an  office,  and  settle 
claims  in  Australia  so  long  as  business 
remained  on  his  books. 

i6a.  It  would  be  desirable  that  companies  having 
their  head  office  outside  of  Australia 
should  give  some  guarantee  that  they 
would  maintain  facilities  for  policy- 
holders conducting  their  business  with 
them. 


Section    XI. — Details   of   Liabilities   and 

Assets. 

Question  71. 

Should,  in  your  opinion,  the  returns  furnished 
to  the  Govemment  be  sujficiently  com- 
plete to  enable  an  outside  actuary  to 
make  an  independent  valuation  as  re- 
gards liabilities 

Replies. 

1.  Yes. 

2.  Yes,  if  practicable,   and  not  too  voluminous. 

3.  Yes. 

4.  No. 

5.  Yes. 

6.  I  consider  it  altogether  superfluous  to  call   for 

such  detailed  schedules  as  would  enable 
an  independent  valuation  to  be  made  of 
the  liabilities.     At  the  same  time,   how 
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ever,  there  is  no  doubt  whatever  that  in- 
formation should  be  given  of  such  a 
cliaiacter  as  would  enable  aji  indepen- 
dent actuary  to  form  a  very  fair  opinion 
as  to  the  character  of  the  reserves  made. 
The  present  schedules  which  are  required 
to  be  filed  under  the  Life  Assurance 
Companies  Act  present  a  very  fair 
standard,  but  in  view  of  the  very  con- 
siderable variation  in  the  character  of 
the  business  transacted  since  these  sche- 
dules were  first  framed,  particularly  in 
regard  to  the  greatly  increased  volume 
of  endowment  assurances  effected,  there 
might,  in  any  fresh  legislation,  he 
framed  a  fresh  schedule  to  give  more  de- 
tailed information  in  regard  to  such  an 
important  class  of  policies. 

7 .  Certainly. 

8.  Yes. 

Q.  They  should  be  suflSciently  complete  to  enable 
a  competent  actuary  to  judge  therefrom 
of  the  correctness  of  the  valuation  re- 
turn. The  complexity  of  the  contracts 
issued  by  a  life  office  is  .so  great  that 
complete  returns  would  involve  enormous 
cost  if  it  were  desired  to  print  them  in 
full.  For  all  practical  purposes  't 
should  be  sufficient  to  print  returns  in 
the  form  of  the  schedules  ito  the  Im- 
perial Act  of  1870,  somewhat  extended 
and  modernized,  so  as  to  include,  for  in- 
stance, detailed  schedules  of  endowment 
assurances.  There  could  not  be  the 
slightest  objection  to  requiring  complete 
manuscript  copies  of  the  valuation — 
group  totals,  with  the  units  of  measure- 
ment used,  and  the  values  brought  out, 
to  be  deposited  with  the  Government  at 
the  same  time  as  the  printed  returns  were 
filed. 

II.  I   agree   with    recommendation  of   Life  Offices 

Association.     (See  pp.  134-6.) 

III.  The    returns    required   by    the  'British    Goverii- 

ment,  which  are  largelv  followed  by  the 
various  Australian  colonies,  seem  to  us 
sufficientlv  comprehensive.  We  under- 
stand that  the  British  Government  are 
enabled  to  approximately  check  our 
figures  bv  means  of  these  schedules.  If 
their  Government  actuary  can  check 
them,  then  an  outside  actuary  can  also 
do  so. 

13.  Would  entail  an  enormous  amount  of  unneces- 

sary work,  provided  the  original  valua- 
tion be  made  by  a  properly  qualified 
actuary,  who  would  be  quite  as  compe- 
tent and  reliable  as  the  Government 
nominee. 

14.  Yes. 

15.  It  would  be  sufficient  if  particulars  were  given 

enabling  a  check  valuation  to  be  made 
of  endowment  assurances  and  endow- 
ments such  as  are  required  for  whole  life 
assurances  "in  the  British  and  Australian 
State  Acts. 

16.  No. 

I 6a.  No;  if  there  is  no  reason  to  doubt  the  ac- 
tuary's statements  as  to  his  basis  of 
valuation  and  results  this  would  be  un 
necessary.  And  if  there  is  reason  to 
doubt  his  statements,  it  is  just  as  reason- 
able to  doubt  his  returns. 


Question  72. 

Should  the  returns  furnished  by  life  assurance 
companies  be  so  drafted  as  to  show  par- 
ticulais  of  policies  participating  in 
profits  separately  from  tliose  relating  to 
policies  which  do  not  participate? 

Refildes. 

1.  Yes. 

2.  I    do  not   know   that   such   a  separation   would 

be  of  any  practical   value. 

3.  Yes. 

4.  Yes.     I  assume  that  this  question  refers  to  tne 

schedules  in  which  details  of  the  ac- 
tuarial valuation  are  given.  The  various 
State  Acts  require  this  subdivision.  I 
see  no  necessity  for  showing  a  separate 
revenue  account  and  balance-sheet  for 
non-participating  policies  unless  in  the 
case  of  a  proprietary  companv,  whose 
shai-eholders  take  the  whole  of  the  profits 
from  the  non-participating  business. 

5.  Yes. 

6.  Yes,  but  no  more  tliau  is  already  pro\'ided  for 

in  the  schedules  under  the  existing  Life 
Assurance  Acts. 

7.  I  cannot  say. 
9.  Yes. 

11.  Yes.     I  think  .so. 

12.  At    the   present   time   we   anei  required   by   the 

British    Government,    and   by    several   rf 
the   Australian    colonies,    to    divide    our 
data    into   participating   and    non-partici 
pating  policies. 

13.  The   actuarial    reports   issued   by   the   different 

companies  already  set  out  this  informa- 
tion separately. 

14.  I  think  it  is    am    advantage    to    separate    the 

classes. 

15.  It  affords  little  extra  trouble  to  the  life  offices, 

but  the  information  is  of  little  value. 
The  proportion  of  non-participating 
business  is  generally  verv  small. 

16.  No.    The    total    amount     of     non-participating 

business  in  Australia  is  of  no  conse- 
quence in  comparison  \vith  the  whole. 
i6a.  The  question  is  not  of  importance  in  Austra- 
lia at  the  present  time,  considering  how 
small  a  proportion  non-participating 
policies  bear  to  the  participating. 


Question  73. 

Should  such  separation  al.so  applv  to  the  reserves 
in  connexion  with  participarting  and  non- 
partidpating  business? 

Replies. 

I.  The  liability  for  participating  and  non-partici- 
pating policies  should  be  shown 
separately. 

3.  Yes. 

4.  Yes.        The    various    State    Acts    require    this 

separation  of  the  liabilities  in  >he 
actuarial  valuation.  I  assume  that  the 
question  does  not  mean  a  separation  of 
the  assets  in  which  the  reserves  are  in- 
vested. In  the  case  referred  to  in  answer 
to  question  72,  if  a  separate  revenue 
account  and  balance-sheet  are  kept  there 
should  also  be  a  separation  of  the  assets. 

5.  Yes. 

6.  Ves ;  hut  no  more  than  is  already  provided  for 

in  the  schedules  under  the  existing  Life 
Assurance  Acts. 
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7-  I  cannot  say. 

9.   iSlo,    the  li.ibility   should   be  shown  separately, 

but  seisarate  funds  should  not  be  estaii 

lished. 

1 1 .  Yes. 

12.  See  answer  to  Question  72. 

13.  This  is  usually  set  out  also. 

14.  Yes. 

15.  No. 

16.  N;>.      See  reply  to  previous  question. 
i6a.   See  .answer  to  question  72. 


Question  74. 

Do  you  think  that  bonus  a.dditions  should  in  all 
returns  be  included  as  integral  parts  of 
the  sum  assured  or  not? 

Replies. 

1.  Yes;  should  be  included. 

2.  No.      I   think  it  is  better  that  they  .should  be 

shown  separately. 
3-  No.  _ 

4.  T  think  it  is  immaterial. 

5.  Yes. 

6.  The   bonus   additions    should,    I    consider,    1>" 

detailed  separately  in  the  valuation 
schedules  required,  but  this  is  alrea.dy 
done  in  the  schedules  under  the  existing 
Acts. 

7.  I  do  not  think  so. 

9.   Bonus  additions  should  be  shown  separately. 

11.  I  think  they  should  be  shown  separately. 

12.  Our  system  does  not  provide  for  bonus  addi- 

tions unless  desired  in  place  of  cash 
dividends.  They  are  so  small  in  number 
that  they  can  be  kept  separately,  but  we 
do  not  think  it  necessary  to  furnish  a 
separate  valuation  of  these. 

13.  Yes. 

14.  No. 

15.  In  mv  opinion  bonuses  should  be  separated  in 

all    returns. 

16.  Yes. 

I 6a.   Tt  would  do  no  harm,  and  would  save  labour. 


Question  75. 

Should,  in  vour  opinion,  fuller  details  be  given 
concerning  the  names  and  amounts  of  all 
stocks  and  shares  held  by  life  assurance 
companies  as  investments,  than  are  re- 
quired under  the  English  Act  of  1870? 

Reflies. 

1.  I  think  existing  requirements  ample. 

2.  I  think  that  as  the  variety  of  investments  avail- 

able to  life  offices  in  Australia  is  limited, 
that  the  practice  at  present  adopted  by 
Australian  offices  is  sufficient. 

3.  I  think  this  might  be  done  with  advantage. 

4.  I  think  it  is  desirable. 

5.  Yes. 

6.  No. 

7.  Yes.     I   think   the    fullest    and    most   complete 

details  should  be  given. 
9.   Full  information  should  be  de]X)site(l  with  the 
Government  and  be  available  for  any  one 
wanting  information  at  a  small  fee. 

11.  See  reply  to  Question  71. 

12.  We    furnish    to   the    State   of  New  York,    and 

print  for  distribution  among  our  policy- 
holders,   a  complete   statement    of   e^ery 


security  held  by  the  company,  with  its 
book  and  market  values.  That  infor- 
mation is  very  much  more  comprehensive 
than  is  required  by  the  English  Act  of 
1870. 

13.  The  English  Act  appears  to  have  answered  all 

desired  purposes. 

14.  I  do  not  consider  this  necessary. 

15.  Yes. 

16.  No;  but  I  would  not  object  to    supplying    the 

fullest  information. 
i6a.   I   do  not  think  so,   considering  the  restricted 
class  of  securities  in  which  Australian  life 
offices  invest. 


Question  76. 


Would    fuller    publication    diminish    the    ri.sk    of 
fraudulent  manipulation  of  funds? 

Reflies. 

1.  I  think  not. 

2.  I  think  not.     There  are  few,  if  any,  securities 

in  which  Australian  companies  invest  that 
lend   themselves   to  manipulation. 

3.  No. 

4.  I  am  not  aware  that  there  is    a    ri.sk    of    this 

kind. 

5.  Yes. 

6.  I  do  not  think  so. 

7.  In  my  opinion  it  would. 
9.   It  is  not  clear. 

12.  Yes. 

13.  Possibly. 

14.  I  cannot  think  that  it  would. 

15.  I  do  not  think  so. 

16.  No.      I  cannot  see  how  it  would. 
i6a.  I  do  not  think  so. 


Question  77. 

Would  it  be  desirable  in  the  interests  of  policy- 
holders, that  a  periodical  review  of  the 
assets  of  the  companies  carrying  on  life 
as.surance  business  in  Australia,  should 
be  undertaken  by  duly  qualified  Govern- 
ment officers,  and  that  the  reports  of  such 
officers  should  be  published  in  conjunction 
with  the  companies'  returns  ? 

Replies. 

J.  No. 

2.  I    do   not   know   that   policy-holders   would   be 

greatly  protected  by  such  a  review.  The 
companies'  directors  and  officers  should 
be  a  sufficient  guarantee  that  the  assets 
are  as  stated  in  returns. 

3.  T  do  not  think  this  desirable,  for  it  would  re- 

quire a  large  army  of  Government  em- 
ployes to  periodically  review  all  the 
assets  of  the  companies,  consisting  as 
thev  do  largely  of  real  property  in 
possession,  mortgages,  stock  and  deben- 
tures of  various  descriptions,  loans  on 
policies,  etc.,  etc. 

4.  yo.     The  directors  and  principal  officers  should 

be  better  able  to  do  this,  and  divided  re- 
sponsibility is  undesirable. 

5.  Yes,  with  limitations. 
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6.  No.      There  does  not  appear  to  be  any  greater 

call  for  Government  interference  in  the 
business  of  life  assurance  than  for  many 
other  classes  of  business  carried  on  in 
the  Commonwealth. 

7.  It  would  be  an  additional  safeguard,  and  would 

be  liighly  appreciated  by  policy-holders. 
9.  Yes,    it   should    be  in   policy-holders'    interest, 
provided   that   it   be   made   a  matter   of 
definite  legislation,   and  that  the  cost  be 
borne  bv  the  Commonwealth. 

11.   No. 

I  J.  As  we  give  a  complete  statement  of  each  indi- 
vidual security  the  Government  official 
can  determine  at  any  time  whether  our 
assets  are  worth  the  amount  we  place 
upon  them,  or  not. 

13.  Such  a  practice  has  not  been  found  desirable  in 

England,  and  would  appear  to  us  to  be 
unnecessary. 

14.  No. 

15.  Not  if  properly  qualified  auditors  are  required 

to  be  employed,  and  such  auditors  re- 
quired to  give  a  comprehensive  certifi- 
cate, 

i6t   It  would  not  be  depirable. 

I  6a.  I  take  it  that  such  an  arrangement  would  be 
of  the  nature  of  a  "  guarantee."  I 
think  that  the  attendant  expense  would 
be  an  excessive  guarantee  premium  com- 
pared to  the  risk  to  be  insured  against. 


J  3.    Yes. 

14.  Ves,  it  is  undoubtedly  a  tangible  asset. 

15.  Yes,  it  is  a  fjiir  asset- 

16.  Hoth  should  be  shown. 

i6a.  Yes,   I  think  that  it  is  a  proper  asset. 


Question   78. 

In  Y'ew  of  the  fact  that  in  tbeir  balance-sheets 
some  companies  include  as  an  asset  "  in- 
terest due,"  but  not  "  interest  accrued," 
while  others  inchide  both,  do  you  con- 
sider it  desirable  that  in  all  cases  an 
allowance  for  "  interest  accrued  "  should 
be  made? 

Replies. 

1.  Yes. 

2.  Yes.     it  does  not  follow  that  because  interest  is 

not  due  for  payment  it  has  not  been 
earned,  and  "  accrued  interest  "  seems 
to  me  to  be  a  good  asset. 

.V  Ye?- 

4.  J  am  pot  aware  that  it  is  a  fact.     "  Accrued 

interest  "  on  sound  securities  is  a  good 
asset. 

5.  Yes. 

6.  Y'es,  certainly. 
■7-  Ye?- 

9.  It  is  probable  that  all  companies  include 
"accrued  interest"  as  an  asset.  It  cer- 
tainly should  be  included,  but  it  should 
be  stated,  separately.  The  wording  in  the 
Fifth  Schedule  of  the  Queensland  Life 
Assurance  Companies  Act  of  1901  is 
quite  clear,  except  that  "  accrued  in^ 
terest  "  is  not  strictly  ''outstanding  in- 
terest." Perhaps  the  best  way  of  show- 
ing the  two  items  would  be  as  follows  : — 

"  Outstanding  interest — Due,  but 
not  paid." 

"  Accrued  interest — not  yet  due." 

1 1 .  No. 

12.  The  reports  which  are  called  for  by  over  forty 

of  the  States  in  '.he  United  States  require 
us  to  state  interest  accrued  as  well  as  in- 
terest due.  On  the  other  hand,  we  also 
state  anv  interest  paid  in  advance  as  a 
liability.' 


Question  79. 

Is    it    desirable   to   include   the    item    '* 
due  "  as  an  asset  ? 


premiums 


Replies. 
r,  Yeg. 

2.  Yes,  it  is  the  general  practice  to  include  as  an 

asset  ' '  outstanding  premiums  on  policies 
in  force." 

3.  Yes,   having  in  view   the  method  of  valuation 

adopted  in  Australia. 

4.  Yes.     If  the  policies  are  also  included  among 

the  liabilities. 

5.  Yes,  so  long  as  they  are  not  overdue. 

6.  Yes,  certainly-     When  making  a  valuation  the 

reserve  for  a  policy  is  proportionatel) 
increased  on  account  of  the  premium 
taken  into  account  amongst  the  assets. 

7.  Yes,  as  in  the  event  of  the  premiums  not  being 

paid  eventually,  the  society  loses  the 
liability, 

9.  If  the  "  premiums  due  "  is  meant  "  outstand- 
ing premiums,"  then  it  is  simply  a  ques- 
tion of  bookkeeping.  If  the  usual 
formulas  for  policy  values  are  used  in 
the  valuation  (these  formulas  being 
matheinatical  assume  an  exact  moment  of 
time  for  payment  of  premium),  it  is 
absolutely  necessary  to  take  into  account 
I)remiums  due  but  not  paid  on  policies 
brought  to  valuation.  If  not  included 
as  an  asset  in  the  balance-sheet  they  must 
be  deducted  from  the  liability  otherwise 
shown  by  the  \'aluation,  after  making 
allowance  for  cost  of  management. 

n.  I'remiums  due  should  be  included  as  an  asset, 
if  in  a  valuation  the  policies  to  which 
they  refer  are  treated  as  assets,  and  the 
premiums  are  assumed  to  be  paid :  this 
is  the  usual  practice. 

12.  When  a  policy  is  valued  as  if  it  had  been  in 

force  when  the  premiums  are  a  few  da)s 
overdue,  then  the  net  overdue  premium 
should  be  included  in  the  assets ;  or  when 
a  company  values  its  policies  as  if  the 
premiums  were  all  payable  annually,  it 
should  then  be  entitled  to  an  allowance 
on  the  net  .semi-annual  and  quarterly 
premiums  for  the  ensuing  year. 

13.  Yes. 

14.  Yes ;  but  I  should  always  write  down  the  amount 

to  within,  what  I  considered,  safe  limits. 

15.  Yes,   provided  such  "premiums  due"  are  not 

merely  future  instalments  of  half-yearly 
or  quarterly  premiums. 

16.  Yes.     "  Rremiums  due  "  is  a  sound  asset. 

i6a.  Yes,  especially  if  any  Commission  chargeable 
when  such  premiums  are  collected,  is 
made  a  liability. 
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Question  80. 

(i.)   Would  it  be — 

(a)  Practicable;  and 
{i>)  Desirable  to  show  the  assets  ot  an 
assurance  company  in  such  a 
form  as  to  distinguish  between 
those  held  in  the  Coimnonwealth 
and  those  held  elsewhere? 
(ii.)  Give  the  reasons  for  your  opinion? 

Replies. 

1.  (i.)  Yes. 

(li.)  So  that  policy-holders  may  be  informed. 

2.  (i.)  (a)  I  think  so. 

(b)  Yes. 
(ii.)  In  the  case  of  a  foreign  company,  or  a 
company  operating  outside  Australia,  it 
would  give  policy-holders  the  opportunity 
uf  learning  how  and  where  a  company's 
funds  were  invested. 

3.  (l)  (a)  &  (b)  Yes. 

(ii.)  It  may  be  advisable  to  do  so  in  order  that 
the  policy-holders  may  thus  be  able  to  see 
for  themselves  how  much  of  the  assets  of 
the  company  are  invested  outside  the 
Corumonwealth. 

4.  (i.)  (a)  Yes. 

(i.)  (d)  and  (ii.)  It  is  unnecessary  in  the  case  of 
Australian  companies  which  must  of 
necessity  always  have  the  bulk  of  their 
assets  in  the  Commonwealth.  It  might 
be  desirable  in  the  case  of  foreign  com- 
panies, but  it  would  be  unnecessary  if 
they  had  adequate  deposits  with  the 
Commonwealth  Government.  ilf  desired 
for  any  public  reason  there  would  be  no 
difficulty  in  supplying  the  informa- 
tion ;  but  I  think  there  should  be  no  idea 
of  ear-marking  assets  as  being  "  secured  " 
for  any  one  section  of  the  policy-holders 
of  a  company. 

5.  (i.)  (a)  Yes. 

(b)  Yes. 
(ii.)  Fullest    publicity    is    desirable    in    the    in- 
terests of  policy-holders. 

6.  (i.)  (a)  Yes. 

(b) .  Probably  it  would, 
(ii.)  It  is  practicable  because  the  bookkeeping 
of  the  society  under  the  existing  Acts  has 
always  required  to  be  framed  in  such  a 
way  as  to  keep  separate  the  assets  of  each 
State  or  country.  I  do  not,  however, 
think  it  at  all  desirable  that  any  restric- 
tions should  be  placed  upon  a  society  in 
regard  to  the  places  in  which  its  money 
should  be  invested  so  long  as  the  assets 
of  each  particular  State  or  country  are 
clearly  shown. 
The  desirability  of  the  method  referred  to 
relates  maint^-  to  questions  bearing  upon 
Conunonwealth  progress  as  shown  by  pro- 
perly compiled  statistics  j  and  it  is  obvious 
that  in  any  Commonwealth  compilations, 
if  the  assets  in  the  Commonwealth  be  not 
shown,  it  would  be  impossible  for  the 
compiler  to  make  any  correct  statement  on 
the  subject. 

7.  (i.)  (a)  Doubtful. 

(b)  Yes. 
(ii.)  In  the  case  of  a  company,  for  instancp, 
whose  head  office  is  elsewhere  than  in 
Australia,  the  assets  in  the  Commonwealth 
would  include  buildings,  furnishings,  etc. 
These  could  be  reduced  to  a  minimum  at 
the  will  of  head  office,  or  increased  tem- 
porarily at  a  moment's  notice. 


9.  (i.)  (a)  It  would  be  practicable. 

(b)  Unless  required  by  the  Commonwealth 
Statistician  for  statistical  purposes,  its 
uses  seem  trivial, 
(n.^  Location  of  investments  is  not  so  important 
as  their  soundness.  Where  location  has 
some  relation  to  this  latter  it  would  be 
wise  in  drafting  the  form  of  schedule 
(under  the  Commonwealth  Life  Assurance 
Act)  to  make  the  headings  sufficiently 
comprehensive  to  indicate  this  clearly. 
WI>at  is  really  required  to  be  known  is 
the  value  of  the  assets  held.  VV^hatever 
will  help  to  that  end  is  worth  having.  I 
think  sworn  returns  by  directors  and 
officers  of  a  company  should  be  made. 

10.  (i.)  (a)  &  (b)  Yes. 

(ii.)  In  accordance  with  the  requirements  of  the 
Life  Assurance  Acts  of  the  various  States 
this  company  furnishes  an  annual  return 
in  which  the  assets  in  the  State  are  shown 
separately  from  those  held  elsewhere. 

11.  (i.)  (a)  Yes. 

(b)  No. 
(ii.)  I  don't  think  any  possible  good  would  re- 
sult   from    the    division    of    assets,  the 
significance  of  it  would  probably  be  mis- 
imderstood  and  misrepresented. 

12.  (i.)  (a)  Yes. 

(b)  Yes. 
(ii.)  On  account  of  the  knowledge  that  it  would 
give  a  policy-holder  of  the  assets  of  the 
company  in  which  he  was  insured. 
13-  (i-)  (a)  Yes. 

(b)  Might  be. 
(ii.)  Intending  policy-holders  might  like  to  know 
in  what  country  or  countries    their   funds 
are  invested. 
14.  (i.)  (a)  Yes. 
(b)  No. 
(ii.)  1  think    it    would     involve    a    considerable 
amount  of  trouble,  and  I  cannot  see  that 
any  useful  puriwse  would  be  served. 
i5.   (i.)  (a)  &  (b)  Yes. 

(ii.)  This   information    is   at   present   being  fur- 
nished to  the    Commonwealth    under   the 
Census  and  Statistics  Act  of  1905. 
16.  (i.)  (a)  &  (b)  Yes. 

(ii.)  The  separation  of  the  assets  would  not  en- 
tail much  work,  and  full  particulars  must 
necessarily  interest  those  assured.  I  do 
not,  however,  look  upon  the  matter  as  of 
much  importance. 
i6a.  (a)  &  (b)  Yes. 

(ii.)  The  question  is  not  of  so  much  importance 
in  regard  to  companies  having  their  head 
office  located  in  Australia.  In  the  case 
of  foreign  companies  it  throws  light  upon 
the  strength  of  their  ties  to  the  country. 


Section   XII. — Fractional   Premiums. 

Question   81. 

Is  it  a  fact  that  in  certain  cases  the  quarterly  or  half 
yearly  payments  of  premiums  are  con- 
sidered as  instalments  of  an  annual  pay- 
ment due  at  the  commencement  of  the  as- 
surance year,  and  that  in  the  e\ent  of 
death  during  that  assurance  year  the  un- 
paid balance  of  a  full  year's  premium  is 
deducted  from  the  sum  assured. 


Ill 


1. 

Ves. 

2. 

Yes. 

3- 

Yes. 

4- 

Yes. 

5- 

Yes. 

6. 

Yes. 

7- 

It  is 

9- 

Yes, 

10. 

Yes. 

II. 

Yes. 

12. 

Yes; 

Replies. 


not  .so  in  this  society, 
regard  to  others, 
certainly. 


I  cannot  say  with 


13.  Belit; 

14.  Yes. 

15.  Yes; 
i6.   Yes. 

I 6a.  Yes. 


all  premiums  on  policies  now  being  issued 
are  considered  to  be  due  and  payable  an- 
nually. At  one  time  the  company  did  not 
deduct  the  balance  of  the  year's  premiums 
at  death  when  the  entire  year's  premium 
had  not  been  paid ;  but  the  standard 
forms  of  policy  of  the  State  of  New  York 
refj^uire  us  to  make  a  deduction  at  the 
present  time, 
ve  it  is;  but  not  with  this  company. 

but  not  by  this  association. 


Question  82. 


(a)  Is  such  the  practice  of  your  company  ? 
{b)  If  not,  what  is  the  practice? 


Replies. 

1.  (a)  Yes. 

2.  {a)  Yes. 

3.  (a)  Only     as     regards     policies     issued 

to  the  middle  of  the  year  1870. 
4  (a)  Yes. 

5.  {a)  Yes. 

6.  {a)  No. 

{}>)  p;ach  half-yearly  and  quarterly  premium 
is  the  premium  for  the  half-year  or  quar- 
ter, and  is  not  the  instalment  "of  the  yearly 
premium.  Therefore,  no  deduction  is 
made  in  the  event  of  death  in  the  first 
half-year  in  the  case  of  premiums  payable 
half-yearly  of  the  second  half-year's 
premium. 

7.  id)  No. 

{b)  Our  premiums  are  payable  monthly,  quar- 
terly, half-yearly  or  annually,  arid  count 
from  the  date  of  payment  at  any  time  of 
the  year. 
9.  (a)  Oui:  policy  is  so  written  and  our  rates  of 
premium  are  so  prepared.  The  premiums 
are  really  annual  payments,  and  if  for 
the  convenience  of  policy-holders  they  are 
accepted  by  half-yearlv  or  quarterly  in- 
stalments, it  is  only  fair  that  the  balance 
unpaid  (if  any)  at  time  of  death  should 
be  deducted.  The  fact  is  clearly  stated 
in  all  our  policies. 

10.  (a)  Yes. 

11.  (a)  Yes,  in  most  cases. 

12.  See  reply  to  Question  81. 

13.  (a)  No. 

{h)  If  the  current  quarterly,  half-yearly,  or 
j'early  premium  be  paid,  no  further  charge 
or  deduction  can  be  made. 

14.  (a)  No. 

{b)  To  pay  the  full  sum  assured. 


15.  (a)  No,  except  where  a  polic)  has  been  altered 

from  annual  to  half-yearly  or  quarterly, 
or  half-yearly  to  quarterly,  and  then  such 
balance  is  deducted  only  if  death  occur 
within  one  year. 
{b)  i\o  deduction  whatever  is  made  except  where 
death  has  occurred  within  the  days  of 
grace,  and  the  premium  then  due  remains 
unpaid. 

16.  (a)  Yes.     All  ordinary  premiums  are  due  annu- 

ally,  but   we  accept  quarterly   and   half- 
yearly  instalments. 
i6A.(i2)  Yes,  it  is  expressly  stated  on  the  policy. 


Question  83. 


prior      ^4- 

IS- 
16. 


Do  \o\\  know  whether  the  practice  referred  to  in 
Question  81  is  very  common  in  Australia? 


Replies. 

1.  Not  aware. 

2.  i  believe  it  is. 

3.  I  am  not  aware. 

4.  Yes. 

5.  They   all  do,    I  understand.     Wliy  should  the 

annual  payer  be  handicapped? 
transacting  a  large  business. 
7.  I  do  not  know. 

6.  Yes,  it  applies  to  the  practice  of  some  societies 
1  believe  so. 
I  think  that  it  is  almost  the  general  practice. 

1 1 .  No. 

12.  We  are  not  in  a  position  to  reply. 

13.  It  is  the  practice  of  some  companies,  but  can- 
not say  to  what  extent. 

I   know   that   the   course  is   pursued,   but   I   do 

not  know  to  what  extent. 
It  is  practised  to  my  knowledge  by  other  offices. 
I    believe    it    is    not    an    uncommon   practice, 

although    several   offices   accept    quarterly 

and  half-yearly  premiums. 
i6a.1  believe  it  obtains  in  the  majority  of  offices. 


9- 

10. 


Question   84. 

Is  it  desirable  that  the  practice  in  this  matter 
should  be  uniform,  or,  failing  that,  that 
the  method  followed  should  be  clearly 
stated  on  the  premium  receipts? 


Replies. 

I  think  it  desirable  that  the  practice  be  uni- 
form. 

The  fact  that  this  method  is  followed  should 
be  stated  in  the  policy.  The  average  per- 
son does  not  keep  receipts,  and  so  the 
fact  should  be  stated  in  the  document 
which  has  to  be  produced  when  a  claim 
arises. 

T  do  not  see  that  absolute  uniformity  is  neces- 
sary, but  it  would  certainly  be  well  that 
the  policy-holder  should  clearly  under- 
stand what  the  practice  is.  His  policy 
no  doubt  contains  the  necessary  informa- 
tion on  this  point ;  but  there  would  be  no 
harm  in  having  it  stated  on  the  premium 
receipts. 
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4-  Tiiere  is  no  need  for  unitormity  in  this  respect. 
My  society  sets  it  out  in  the  policy  itself, 
and,  that  being  so,  it  is  unnecessary  that 
it  should  be  repeated  on  the  premium  re- 
ceipts. 

5.  Uniform;  it  is  clearly  stated  in  the  policy. 

6.  The  variation  of  practice  in  this  respect,  is,  in 

my  opinion,   of   little  or  no  consequence. 

7.  Each  company  should  be  allowed  to  pursue  its 

own  method.  The  policy-holders  will  de- 
termine their  own  favourite  offices. 
9.  There  is  no  reason  why  the  practice  should  be 
made  uniform,  and  as  long  as  it  is  clearly 
stated  in  the  policy,  nothing  more  seems 
necessary,  although  1  see  no  objection  to 
pointing  out  the  practice  on  the  premium 
receipts, 
to.  I  think  that  each  company  should  deal  with 
this  (iuestion  in  a  manner  which,  in  its 
judgment,  seems  best,  provided  that  the 
method  is  clearly  stated  in  the  policy  con- 
tract. 


9.   {a) 


12 


No. 
We 


do  not  think  it  is  desirable  to  state  the 
practice  in  the  premium  notice  so  long  as 
it  is  clearly  stated  In  the  policy  form. 

I  think  the  practice  of  deducting  unpaid  por- 
tions of  yearly  premiums  is  one  that 
might  well  be  abolished. 

I  certainly  think  it  should  be  clearly  stated. 

The  only  opinion  I  have  to  offer  is  that  an 
office  Toses  more  than  it  gains  by  the 
practice. 

Not  particularly.     It  is  part  of  our  policy  con- 
tract- 
I 6a.  I  think  it  would  be  sufficient  to  state  the  fact 
on  th^  policy. 


J  4 
1.5 
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Section  XIII.— Suicide,  Crime,  etc. 

Question   85. 

(a)  After  what  lapse  of  time  in  your  company  is 

a  policy  considered  non-forfeitable  on  ac- 
count of  suicide  of  the  policy-holder  ? 

(b)  Has  a  policy  in  your  company  ever  be^n  chal- 

lenged on  the  ground  of  suicide  ? 


1.  (a) 

(b) 

2.  {a) 

(h) 
3-   {a) 

ib) 
4.   (a) 

ib) 
.V   (a) 

(b) 

6.  (a) 

(b) 

7.  («) 


(f>) 
8.  (a) 


ib) 


Replies. 

Thirtef;n  months. 

Yes. 

Two  vears. 

Yes. 

Thirteen  months. 

Yes. 

Two  vears. 

Yes. 

Twelve  months. 

No. 

After  thirteen  months. 

Not  that  I  am  aware  of. 

If  a  policy- holder  has  been  a  member  two 
years  his  beneficiary  receives  20  per  cent, 
of  the  sum  assured. 
After     5  years  30  per  cent. 
After  10  years  45  per  cent. 
After  15  years  60  per  cent. 
After  20  years  75  per  cent,  and  no  more. 

Not  to  my  knowledge. 

Most  of  the  company's  policies  current  in 
Australia  are  on  various  conditions,  in 
some  cases  forfeitable,  and  in  others  non- 
forfeitable. 

Cannot  say. 


ib) 
10.   (a) 

{b) 


(b) 


(a) 


(b) 

'3-  (") 
(b) 

14.   (a) 

ib) 

'5-   M 

(b) 
16.  (a) 

(b) 
I  6a.  (a) 

ib) 


The  following  is  the  clause  in  our  policy 
concerning  this  matter  :  — 

"  Provided  that  if  the  assured  (whether 
sane  or  insane)  die  by  his  or  her  own 
hand  or  act  within  thirteen  calendar 
months  of  the  date  of  commencement  of 
risk  this  policy  shall  be  null  and  void 
and  all  moneys  paid  in  respect  thereof 
shall  Le  retained  by  the  company  except 
that  in  case  the  benefit  of  the  policy  shall 
have  been  bond  fide  assigned  as  a  security 
for  valuable  consideration  at  a  date  being 
at  least  two  calendar  months  anterior  to 
such  death  the  policy  shall  be  enforce- 
able to  the  extent  of  such  consideration  if 
the  amount  'of  assurance  will  admit,  but 
no  further." 

Yes. 

One  year. 

Yes.  In  cases  where  a  claim  has  occurred 
in  the  first  policy  year,  and  we  have  been 
satisfied  that  death  was  due  to  suicide,  we 
have  contested  the  claim  in  the  interests 
of  the  general  body  of  policy-holders. 

Thirteen  months. 

Yes. 

For  many  years  prior  to  ist  February, 
1909,  our  policies  were  incontestable 
from  date  of  issue.  All  policies  now 
teing  issued  in  the  United  States  are  con- 
testable for  suicide  in  the  first  year  of 
insurance  only,  and  the  policies  through- 
out the  world  will  be  changed  to  follow 
the  practice  in  the  United  States. 

Not  under  policies  which  were  incontestable 
from  date  of  issue. 

One  vear. 

No. 

Twelve  months. 

No. 

Twelve  months — Industrial   Branch. 

Thirteen  months — Ordinary   Branch. 

No. 

From  the  date  it  is  issued. 

No. 

It  is  not  forfeitable  on  these  grounds  from 
the  date  of  issue. 

Not  to  my  knowledge. 


Question  86. 


What  is  \our  opinion  concerning  suicide  as  a 
reason  for  the  forfeiture  of  a  life  policy  ? 

Replies. 

1.  It  might  open  the  door  for  fraud. 

2.  There  have  been  so  many  instances  where  life 

assurance  has  been  secured  by  a  per.son 
premeditating  suicide,  that  forfeiture  in 
the  event  of  suicide  within  a  reasonable 
period  is  necessary  to  protect  a  company 
against  fraud. 

,^.  In  iny  opinion  a  suicide  clause  is  desirable  in 
the  interests  of  the  assurance  office,  as 
otherwise  it  is  quite  possible  for  a  person 
to  effect  policies  for  maximum  amounts 
in  several  companies  with  the  express 
intention  of  commiting  suicide  soon  after- 
wards. 

4.  I  think  it  is  p)roper  when  applicable  to  a  limited 
period  after  the  issue  of  a  policv  so  as  to 
act  as  a  deterrent  against  people  assuring 
v.ith  the  deliberate  intention  of  commit- 
ting suicide. 


lis 


5.  It  is  desirable  to  limit  the  payment  to  a  date 

more  than  a  year  ahead,  otherwise  it 
would  be  against  public  policy. 

6.  Almost   the  only   contingency   which   a   society 

requires  to  guard  itself  against  is  the 
taking  out  of  a  life  policy  by  an  in- 
dividual who  contemplates  self-destruc- 
tion, with  a  view  to  leaving  the  proceeds 
of  the  policy  for  the  benefit  of  someone 
else.  Provided  safeguards  are  applied 
to  discourage  such  a  practice,  societies 
may  very  well  accept  the  risk  of  suicide 
at  the  greater  durations  of  a  policy,  and 
assume  suicide  to  take  place  as  the  result 
of  a  disease. 

7.  If  the  suicide  is  proved  to  have  been  insane  at 

the  time  of  his  death,  I  am  of  opinion 
that  no  policy  should  be  forfeited. 
If  no  evidence  can  be  obtained  as  to  the 
state  of  mind,  then  I  think  a  provision 
similar  to  the  one  stated  in  reply  to  ques- 
tion 85  a  good  one. 
9.  Our  opinion  is  really  embodied  in  the  clause 
contained  in  our  policy  form,  and  given 
in  answer  to  question  85  (a).  Any  suicide 
after  the  period  set  out  therein  may  be 
looked  upon  as  probably  more  the  out- 
come of  a  disease  than  a  deliberate  fraud 
upon  the  company. 

The  inclusion  of  a  suicide  clause  in  a  policy 
contract  lessens  the  possibility  of  the  com- 
pany being  victimised.  Experience  has 
shown  that  the  inclusion  of  some  such 
condition  is  necessary. 

I  think  the  thirteen  months'  condition  is  a  fair 
and  reasonable  one. 

Our  opinion  may  be  judged  from  our  practice. 

A  good  reason  if  within  one  year  of  date  of 
policy,  as  it  is  necessary  to  protect  the 
assurance  company  against  premeditated 
cases  of  suicide. 

I  think  the  twelve  months'  clause  should  protect 
a  company,  though  a  case  has  recently 
come  under  my  notice  where  a  company 
doing  a  small  business  had  two  claims  out 
of  five  in  two  years  caused  by  suicide. 
I  think  that  it  is  a  mistake  to  advertise  to 
the  effect  that  "the  objectionable  suicide 
clause  has  been  done  away  with." 

The  clause  employed  by  the  association  may  be 
regarded  as  perfectly  fair  to  both  the 
office  and  the  assured,  seeing  that  assign- 
ment for  value  is  protected. 

I  do  not  consider  it  a  legitimate  reason. 
i6a.  Experience  tends  to  show  that  life  assurance 
offices  previously  had  an  exaggerated  ap- 
prehension in  this  matter. 


10. 


ir. 

12. 
13- 


14 


15 


16. 


Question  87. 


In  the  case  of  capital  punishment,  is  a  policy  in 
your  company  \oid  or  voidable? 


No. 
No. 
No. 
No. 
No. 


Replies. 


6.  I  believe  it  is  voidable  under  the  common  law, 

but  the  society  has  never  taken  advantage 
of  such  law. 

7.  Yes,  voidable. 

F.5332.  J 


10. 
ir. 


13- 
14. 

15- 
16. 
I  6a 


No  provision  is  made  against  such  contingen- 
cies in  the  policies  of  the  M.L.C.,  but  we 
understand  that  under  the  common  law 
the  contract  would  be  void  as  being 
against  public  policy. 

No. 

There  is  no  condition  in  our  policies  referring 
to  capital  punishment,  but  are  not  all 
policies  void  in  such  event? 

The  policy  makes  no  mention  of  capital  pun- 
ishment. Our  legal  department  inform 
us,  however,  that  the  courts  have  decided 
in  some  States  that  it  is  against  public 
policy  to  pay  the  proceeds  of  an  insur- 
ance contract  on  the  death  of  an  insured 
by  capital  punishment. 

No. 

No. 

Yes,  the  same  as  suicide. 

It  is  not. 

,  No. 


Section  XIV.^ — Admission  of  Age. 


Question  88. 

What  is  the  practice  of  your  company  as  regard 
admission  of  age  on  the  policy  ? 


Replies. 

1.  Any  proof  satisfactory  to  the  Board  of  Direc- 

tors— usually  official  certificate. 

2.  Age  is  admitted  upon  production  of  satisfactory 

evidence.  Every  assistance  is  given  to 
policy-holders  to  prove  age. 

3.  If  the  age  is  proved,  either  at  the  inception  of 

the  policy  or  afterwards,  to  the  satisfac- 
tion of  the  society,  the  age  is  admitted  on 
the  policy.  A  certificate  of  birth,  or  a 
certificate  of  baptism  which  contains  the 
date  of  birth  is  generally  required  where 
such  can  be  obtained,  but  failing  this  an 
extract  from  the  family  Bible  or  some 
similar  record  is  accepted.  In  the  ab- 
sence of  any  of  these  the  best  evidence 
available  is  accepted. 

4.  The  directors  are  simply  in  the  position  of  arbi- 

trators, and  while  desirous  of  correcting 
all  mistakes  against  the  society,  they  will 
return  the  difference  of  premium  when  it 
is  proved  that  the  age  has  been  over- 
stated. 

Proof  of  age  must  be  furnished  before 
payment  of  a  claim,  and  while  inability 
to  produce  evidence  of  age  at  the  time  of 
proposing  will  not  debar  a  man  from 
the  immediate  advantages  of  life  assur- 
ance, the  directors  recommend,  in  the 
interest  of  the  policy-holder,  that  evidence 
of  age  be  furnished  prior  to  the  issue  of 
the  policy,  or  as  soon  thereafter  as  pos- 
sible. 

'J'he  best  evidence  of  age  is  a  certificate  of 
birth,  but  if  that  cannot  be  procured,  evi- 
dence of  the  following  nature  will  be 
accepted : — 

Certificate  of  baptism ; 
Certificate  of   vaccination ; 
Certificate  of  confirmation ; 
Indentures ; 

Extract  from  an  authenticated   family 
Bible;, 
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A  statutory  declaration  from  father  or 
mother,  or  from  some  person  com- 
petent to  give  evidence  on  the 
point. 

If  none  of  these  proofs  is  available,  particu- 
lars of  any  other  proof  should  be  for- 
warded for  inspection. 

Particular  attention  is  directed  to  the  fact  that 
in  no  case  will  this  society  declare  a 
policy  void  on  account  of  mis-statement  of 
age ;  but  where  such  a  mistake  occurs, 
the  executors,  administrators,  or  assigns 
of  the  member  shall,  at  his  death,  be 
entitled  to  receive  the  same  proportion 
of  the  amount  assured  and  accrued 
bonuses  as  the  amount  of  the  premiums 
actually  paid  bears  to  the  amount  which 
would  have  been  paid  had  the  premiums 
so  paid  been  calculated  upon  the  basis 
of  the  true  age. 

If  understatement  of  age  be  discovered  durmg 
the  lifetime  of  a  member,  he  or  his 
assigns  shall  be  at  liberty  to  pay  up  the 
difference  of  premium,  with  compound  in- 
terest, at  the  rate  of  8  per  cent,  per 
annum,  calculated  with  rests  correspond- 
ing to  the  periods  at  which  the  premiums 
are  payable;  or,  should  it  be  preferred, 
the  amount  assured  will  be  reduced  to 
an  amount  equivalent  to  the  actual  pre- 
miums paid. 

The  above  is  an  extract  from  our  prospectus, 
which  states  our  practice. 

5.  The  age  will  be  admitted  on  the  policy  if  the 

date  of  birth  be  satisfactorily  proved  by 
such  evidence  as — (i)  An  extract  from  the 
Register  of  Births;  or  (2)  a  certificate  of 
baptism  which  gives  the  date  of  birth ; 
or  (3)  an  extract  from  a  family  register 
such  as  is  often  made  in  a  Bible;  (4)  in 
the  event  of  any  such  evidence  not  being 
procurable,  the  Directors  will  accept  a 
statutory  declaration  made  by  some  per- 
son who  can  speak  of  the  age  of  the  pro- 
poser from  personal  knowledge. 

6.  The  society  is  prepared  to  admit  age  on  any 

reasonable  evidence,  such  as — i.  Produc- 
tion of  certificate  of  birth.  2.  Baptis- 
mal certificate.  3.  Marriage  certificate. 
4.  Entry  in  family  Bible.  5.  Statutory 
declaration  by  parents  or  others  in  a  posi- 
tion to  know  the  age  of  the  assured,  and 
generally  any  other  statement  made  by 
the  policy-holder  for  any  other  purpose 
which  would  confirm  the  age  given  to  the 
society  in  connection  with  his  proposal  for 
assurance. 

7.  This  is  optional  with  the  policy-holder,  but  if  at 

the  time  of  death  the  age  is  shown  to  have 
been  understated,  he  receives  a  sum  equal 
to  that  for  which  he  really  paid.  For 
instance,  a  person  insured  for  ;^2oo  at 
age  30  would  pay  to  us  7 2d.  per  month. 
If  he  were  really  31  when  he  joined,  he 
should  have  paid  74d.  monthly.  This 
society  would  in  this  case  pay  72/74  of 

;£200. 

8.  To  mark  on  policy,   "Age  admitted,"   and  to 

sign  same. 

9.  The  following,   which  expresses  the  company's 

practice,  appears  in  the  prospectus : — 
"One  of  the  following  documents,   if 
obtainable,   must  be    tendered    as 
evidence  of  age: — 

I.  Registrar's       certificate      of 
birth. 


2.  Certificate  of  baptism,  con- 
taining date  of  birth. 

"Instances  may  occur  in  which  neither 
of  these  can  be  obtained.  In  such 
cases  the  directors  will  accept  an 
extract  from  a  family  Bible,  or 
other  family  record,  a  statutory 
declaration  from  some  family 
friend  competent  to  give  evidence, 
or  such  other  reasonable  evidence 
as  may  be  procured." 

The  company  will  undertake  to  procure 
a  copy  of  the  certificate  of  birth 
for  a  policy-holder,  charging  him 
the  bare  cost  thereof  as  fixed  by 
statute. 

10.  Age   is  admitted   upon   production  of  satisfac- 

tory evidence  regarding  date  of  birth. 
We  accept  either  a  registrar's  certificate 
of  birth,  certificate  of  baptism,  giving 
date  of  birth,  certified  extract  from  family 
Bible,  or  statutory  declaration  by  parent 
or   older   relative. 

11.  It  is  our  practice  to  admit  age  on  any  reason- 

able evidence. 

12.  Age  is  admitted  upon  presentation  of  satisfac- 

tory evidence  of  date  of  birth. 

13.  Policv-holders  are  advised  to  produce  evidence 

of  age  either  at  the  time  the  proposal 
is  made,  or  as  soon  as  the  company  has 
notified  its  acceptance  of  the  proposal, 
thereby  preventing  any  unnecessary  delay 
from  taking  place  when  the  policy  be- 
comes a  claim. 
Usual  proof  of  age  is  a  certified  extract  from 
a  public  register  of  births,  but  in  the 
absence  of  this  the  company  may  accept 
a  certificate  of  baptism,  an  entry  in  a 
family  Bible,  or  such  other  evidence  as 
may  be  deemed  sufficient. 

14.  Definite   proof   must   be   produced,    but    where 

such  proof  has  to  be  obtained  from 
Europe  75  per  cent,  of  the  sum  assured 
is  paid  immediately  and  the  balance  on 
the  production  of  the  proof. 

15.  Evidence  of  age  is  required  to  be  furnished  in 

all  cases  before  the  •  claim  under  any 
policy  can  be  paid,  but  it  may  be  pro- 
cured at  any  time  convenient  to  the  as- 
sured. 

(See  page  7  Ordinary  Branch  pros- 
pectus.) 

16.  As  a  rule,  we  admit  age  on  the  best  evidence 

obtainable.  We  endeavour  to  obtain  a 
certificate  of  registry  of  birth,  or  certifi- 
cate of  baptism,  or  copy  of  entry  in  some 
old  document.  Failing  either  of  these, 
we  have  accepted  declarations  by  parents 
or  by  elder  brothers  and  sisters. 
16 A.  It  prefers  proof  by  certificate  of  birth,  but 
accepts  in  lieu  thereof  copies  of  entries 
in  family  Bibles  or  school  certificates, 
military  certificates,  or  other  documen- 
tary evidence,  giving  age  at  a  definite 
date  in  the  early  career  of  the  policy- 
holder. Sometimes  birthday  gifts,  bear- 
ing age  and  date  when  given,  or  any  simi- 
lar testimony  of  by-gone  times  is  ac- 
cepted. In  many  cases  marriage  certifi- 
cates. In  industrial  cases,  where  no 
document  can  be  produced,  the  medical 
attendant's  estimate  of  tbe  age  of  the 
person  he  has  attended  is  relied  on. 

17.  The  best  evidence  obtainable  is  accepted. 
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Question  89. 

In  the  event  of  understatement  of  age,  what  course 
is  pursued  ? 

Replies. 

1.  As  per  Section  of  Victorian  Compiinies  Act  No. 

1699. 

2.  In  such  cases  we  pay  a  reduced  amount  calcu- 

lated upon  the  premium  that  has  been 
paid  and  the  amount  which  that  pre- 
mium would  have  secured  had  the  true 
age  been  stated  on  proposal. 

3.  The  usual  course  is  to  require  payment  of  the 

arrears  of  premium  due,  with  compound 
interest  at  5  per  cent. 
In  the  Industrial  Department,  should  the  age 
of  the  life  assured  be  found  to  have  been 
unintentionally  misstated  the  sum  assured 
will  be  altered  to  the  amount  which  the 
premiums  payable  under  the  policy 
would  have  provided  on  the  basis  of  the 
true  age. 

4.  In  the  event  of  understatement  of  age,  we  fol- 

low the  course  prescribed  in  the  Com- 
panies Act  1900,  Victoria,  No.  1699:  — 
"If  in  the  case  of  any  policy  of  assur- 
ance on  the  life  of  any  person  issued  or 
granted  by  any  company,  either  before 
or  after  the  commencement  of  this  Act, 
the  age  of  the  person  whose  life  is  as- 
sured is  given  erroneously  in  any  state- 
ment or  warranty  made  for  the  purposes 
of  the  policy,  such  policy  shall  not  be 
avoided  by  reason  only  of  the  age  being 
other  than  as  stated  or  warranted  unless 
it  appears  that  such  statement  or  war- 
ranty was  made  in  bad  faith  and  with 
an  intention  to  deceive ;  but  the  person 
entitled  to  recover  on  such  policy  upon 
the  amount  assured  becoming  payable 
shall  be  entitled  to  recover  only  the  same 
proportion  of  the  amount  assured  and 
vested  bonuses,  if  any,  as  the  amount 
actually  paid  on  such  policy  (in  respect 
of  premiums  and  in  respect  of  such  ad- 
dition, if  any,  as  may  have  been  charged 
to  cover  any  extra  risk)  shall  bear  to  the 
amount  (in  respect  of  premiums  and  such 
addition,  if  any,  as  aforesaid)  which 
ought  to  have  been  paid,  calculated  on  the 
basis  of  the  true  age  of  the  life  assured  at 
date  of  the  commencement  of  the  risk. 
And  if  any  bonus  or  bonuses  have  been 
paid  during  the  currency  of  such  policy 
to  the  person  entitled  thereto  in  excess 
of  what  he  would  have  been  entitled  to 
on  the  basis  of  the  true  age  of  the  life 
assured,  the  amount  payable  to  the  per- 
son entitled  to  recover  as  aforesaid  shall 
be  reduced  by  a  sum  representing  the 
amount  which  would  have  been  added 
to  the  amount  insured  had  such  payments 
in  excess  not  been  paid  as  aforesaid  but 
been  allowed  to  remain  in  the  funds  of 
such  company  for  the  purpose  of  increas- 
ing the  amount  insured." 

5.  Charge  up  arrears  with  interest. 

6.  The   course    pursued    is    to    place    the    policy- 

holder in  the  same  position  as  he  would 
■  have  occupied  had  he  originally  stated 
his  age  correctly.  That  is  to  say,  the 
Society  charges  the  under-payment  of 
premiums  made  in  the  past  with  an  ad- 
dition thereto  of  5  per  cent,  interest  to 
date  of  payment. 


7.   See  reply  to  Question  88. 

6.  To  cliarge  the  difference  in  premiums  against 
claim,  or  make  proportionate  payments. 

9.  In  tlie  event  of  understatement  of  age  dis- 
covered during  the  life-time  of  the  as- 
sured, the  arrears  of  premium  due  to  the 
error  are  accepted,  with  interest,  or  the 
sum  assured  is  reduced  to  the  proportion 
which  the  annual  premium  paid  bears  to 
the  arlnual  premium  which  should  have 
been  paid.  If  the  error  be  discovered 
after  death,  the  second  only  of  these 
two  methods  is  actuarially  admissible 
(because  death  has  intervened),  and  is 
therefore  the  one  used  by  this  Company. 

10.  (a)  The  insured  may  have  the  policy  corrected 

upon  payment  of  arrears  of  premium, 
with  interest  thereon  at  the  rate  of  5  per 
cent,  per  annum,  or 
(i)  The  amount  of  the  policy  may  be  adjusted, 
so  that  the  sum  insured  shall  be  the 
amount  which  the  premium  paid  would 
have  purchased  at  the  correct  age. 

11.  Our  policy  conditions  provide  that  if  the  age 

shall  prove  to  have  been  understated,  the 
Association  shall  only  be  liable  tor  such 
an  amount  as  the  premium  paid  would 
cover  at  the  rate  charged  for  the  correct 
age,  allowing  for  any  extra  that  may 
have  been  charged  at  the  issue  of  the 
policy. 

12.  Whether  the  age  of  the  insured  is  understated 

or  overstated,  the  amount  payable  under 
our  policy  is  such  as  the  premium  paid 
would  have  purchased  at  the  correct  age. 

13.  Difference  in  premium,   with  interest  at  5   per 

cent,  per  annum,  is  deducted  from  policy 
moneys. 

14.  (a)  When    a  claim   arises   the   sum   assured   is 

reduced  in  the  proportion  of  premium 
paid  to  premium  for  correct  age. 
{b)  During  the  currency  of  the  contract,  the 
assured  may  pay  the  accumulated  back 
difference,  or  adopt  course  (a),  and  have 
the  sum  assured  reduced. 

15.  Reduction  of  the  sum  assured. 

16.  On   receiving   proof   we   will   accept   the   addi- 

tional premiums,  and  indorse  the  policy, 
or  the  assured  may  optionally  agree  to 
accept  a  cover  commensurate  with  the 
premium  received. 
I 6a.  Sum  assured  is  reduced  to  a  fraction  of  the 
original  sum  assured,  having  for  its 
numerator  the  actual  amount  of  premium 
paid,  and  for  its  denominator  the 
amount  of  premium  that  would  have 
been  paid  if  the  correct  age  had  been 
given  at  entry,  bonuses  remaining  unal- 
tered. 


Question  90. 

Is  it  desirable  that,  after  the  lapse  of  a  certain 
number  of  years,  the  age  given  by  policy- 
holders should  be  automatically  "ad- 
mitted" by  the  Company? 

Replies. 

I .   No. 

i.  No.  Such  a  proviso  is  an  inducement  for  a 
person,  so  inclined,  to  wilfully  under- 
state age.  It  would  be  very  difficult  for 
a  company  to  prove  that  the  misstate- 
ment was  fraudulent  when  a  claim  arose. 

3.  No. 
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4-  No.     This  question  was  gone  into  very  fully 

by  the  Life  Assurance  Commission  in 
Melbournej^  and  was  reported  against  by 
the  Commission. 

5-  No. 

0.  No,  very  undesirable.  It  would  only  be  put- 
ting a  premium  on  fraud. 

7.  No. 

8.  Certainly  not. 

9-  No.  Accuracy  of  age  is  the  basis  of  premiums. 
Experience  shows  that  a  great  number  ot 
ages  are  misstated  when  proposals  are 
given  for  assurance,  in  fact,  misstate- 
ments— innocent  and  othenvise — are  so 
common  as  to  be  almost  the  rule. 

Automatic  admission  is  unnecessary.  Every 
facility  is  offered  for  proving  age,  evi- 
dence of  age  being  procured  from  any 
part  of  the  world  at  policy-holder's  re- 
quest. Reasonable  evidence  is  accepted 
in  case  of  bond  fide  inability  to  procure 
a  birth  certificate  or  other  documentary 
proof.  The  compulsory  registration  of 
birth  renders  proof  easier  every  year.  It 
it  were  generally  known  that  Assurance 
offices  were  compelled  to  automatically 
admit  age,  it  would  be  an  incentive  tj 
fraud,  and  would  be  inequitable  as  be- 
tween policy-holders.  A  dishonest  policy- 
holder would  penalise  an  honest  one. 
Insistence  on  proof  of  age  before  issue 
of  a  policy  is  not  practicable. 
The  premium  rate  is  based  upon  a  given 
age,  and  if  during  the  currency  of  a  con- 
tract it  should  be  found  that  the  age 
has  been  understated,  an  adjustment 
should  be  made  in  the  interests  of  the 
general  body  of  policy-holders.  To 
automatically  admit  age  would  provide  an 
opportunity  for  fraud  on  the  part  of  dis- 
honest applicants  for  insurance. 

No. 

We  should  think  not.  There  is  very  little  diffi- 
culty on  this  score  with  our  policy- 
holders. We  pay  claims  without  requir- 
ing   evidence    of    age,   unless    there    is 


10.   No 


ir. 

12. 


13 

14 

IS- 


reason  to  suspect  a  misstatement  of  age. 
We  think  not. 


No,  certainly  not. 

No.  

16.  It  is  highly  undesirable,  and  might  prove  dis- 
astrous to  any  office.  No  settlement 
under  an  assurance  policy  is  ever  refused 
on  account  of  misstatement  of  age,  and 
the  present  practice  is  equitable  and 
without  hardship. 

i6a.  No,  it  is  not  desirable  that  persons  who  have 
intentionally  misstated  their  age  should 
ever  come  to  profit  by  their  dishonesty. 
As  for  persons  unwittingly  making  a  mis- 
take, with  honest  intentions,  they  will 
not  desire,  where  such  an  equitable  ar- 
rangement prevails  as  is  set  forth  in 
answer  to  queston  89,  to  profit  by  their 
mistake,  if  their  intentions  remain  honest. 
The  arrangement  described  in  reply  to 
question  89  gives  insurers  exactly  the 
amount  of  insurance  for  which  they  have 
honestly  paid,  and  whether  misstatement 
of  age  arises  from  deliberate  intention 
or  from  accidental  mistake,  no  person 
should  be  entitled  to  more.  Any  other 
arrangement,  whereby  an  erroneous  state 
ment  can  yield  a  profit,  is  putting  temp- 
tation to  dishonesty  in  the  road  of  per- 
sons who  should  not  be  subjected  to  such 
a  strain. 


Section  XV. — Government  Supervision. 

Question  91. 

{a)  Is,  in  your  opinion.  Life  Assurance  a  business 
requiring  Government  supervision  in  ttie 
puDlic  interest? 

{b)  What  objections,  if  any,  exist  from  the  stand- 
point of  your  Company,  to  Government 
supervision. 

Replies. 

1.  (a)  No. 

(,6)  A  needless  expense,  as,  in  my  opinion,,  the 
public  interest  is  at  present  amply  pro- 
tected. 

2.  (a)  No;  but  I  think  that  full  publicity  and  a 

valuation  statement  by  a  qualified  actu- 
ary, who  might  be  approved  by  the  Go- 
vernment, should  be  asked  for. 
ifi)  So  far  as  this  Company  is  concerned,  we 
have  no  objecion  to  a  certain  measure  ot 
supervision,  such  as  is  practised  in  Eng- 
land. 

3.  (a)  Yes,    provided  the    supervision   is   carried 

into  effect  by  the  enactment  of  suitable 
laws  to  control  the  actions  of  the  com- 
panies. 
{b)  I  believe  that  too  much  State  interference 
is  apt  to  be  hurtful  to  any  business  en- 
terprise. The  American  system  has  not 
proved  successful  in  the  past,  nor  is  it 
by  any  means  universally  approved  of 
by  the  Americans  themselves. 

4.  (a)  To  some  extent.     The  system  of  Govern- 

ment supervision  defined  in  the  British 
Act  of  1870  has  yielded  satisfactory  re- 
sults. The  publicity  which  the  Act  has 
secured,  combined  with  the  critical  ex- 
amination bestowed  by  the  Board  of 
Trade  upon  the  actuarial  valuations  of 
unsound  companies,  has  led  to  the  clos- 
ing up  of  such  companies.  See  the  ac- 
counts published  by  the  Board  of  Trade 
"with  correspondence." 
(b)  I  have  no  objection  to  such  Government 
supervision.  It  cannot  fail  to  do  good. 
5-  W  No. 

(b)  Because   Government,    as   a   rule,  makes   a 
mess  of  any  matter  in  which  it  interferes. 
6.   (a)  No. 

(b)  The  objections  are  numerous : — 

1.  It  may   be   assumed  as  a  certainty 

that  Government  supervision 
would  lead  to  interference. 

2.  Past   experience   has   confirmed   the 

belief  that  the  English  methods, 
the  motto  of  which  might  be  de- 
scribed as  "Freedom  and  Pub- 
licity," have  tended  to  the  forma- 
tion of  societies  with  a  higher 
standard  of  solvency  and  general 
business  methods  than  has.  been 
secured  in  any  other  country 
where  Government  supervision  has 
been  introduced. 

3.  Government  supervision  would  logic- 

ally imply  a  Government  guaran- 
tee, and  there  would  be  a  con- 
siderable expense  to  be  borne, 
either  by  the  Government  or,  more 
probably,  by  the  life  assurance 
societies  themselves,  by  some 
special  form  of  Government  taxa- 
tion. 
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4-  The  financial  effect  would  appear 
to  me  to  lead  to  policy-holders 
obtaining  life  assurance  protec- 
tion at  a  higher  cost  than  without 
special  Government  interference. 
Anything  that  would  add  to  the 
cost  would  tend  to  discourage 
thrift  in  this  form,  and  would 
therefore  be  inimical  to  the  wel- 
fare of  the  whole  Commonwealth. 

7.  {a)  Yes. 

{b)  None  whatever. 

8.  (0)  Yes. 

{b)  Cannot    give    my    company's    views  on  this 
point,  for  or  against. 

9.  {a)  Government  supervision  of  the  business  of 

Life  Assurance  is  not  required  to  any 
greater  extent  than  Government  super- 
vision of  any  other  business,  such  as 
banking,  or  a  commercial  undertaking, 
but  since  Life  Assurance  is  a  business 
involving  deferred  payments,  and  there- 
fore one  in  which  it  is  possible  to  carry 
on  with  apparent  success  long  after  the 
danger  point  has  been  passed.  Govern- 
ment regulation  is  desirable  in  two  direc- 
tions :  — 

1.  To   make   it    practically    impossible 

that  any  person  should  set  up 
as  a  life  asurance  company 
without  some  guarantee  of  bona 
fides,  and 

2.  To  insure  that  the  contracts  issued 

by    a   company    have    sufficient 

financial   backing,    so  that   they 

will  be  met  as  they  fall  due. 

(b)  I  have  no  objection.     I  think  the  business 

of  life  assurance  would  be  the  gainer  by 

a  complete  system  of  supervision. 

I  do  not  think  so. 

There  are  no  objections  peculiar  to  this 
company. 

Most  assuredly. 

None  whatever. 

The  form  of  supervision  exercised  by  the 
English  Government  could  not  be  ob- 
jected to. 

None. 

Not  beyond  the  issue  of  annual  and  valua- 
tion reports. 

None  to  the  above  extent. 

Yes. 


11.  {a) 
(b) 

12.  (a) 
ib) 

13-  {a) 

(b) 
14.   (a) 

(b) 
15-  (a) 

ib) 
16.   (a) 

ib) 
I  6a.  {a) 

ib) 


None. 

No. 

As  an  institution,  none  whatever,  but  I  do 
not  believe  Government  supervision 
would  be  of  any  benefit. 

No,  the  cost  of  guaranteeing  the  business 
in  this  manner  is  entirely  disproportionate 
to  the  risk  involved. 

No  objections  from  the  stand-point  of  this 
office  individually.  The  objection  ex- 
pressed in  answer  to  question  91  {a)  is 
a  general  one,  based  on  general  prin- 
ciples. Individually,  this  society  would 
not  demur  to  Government  supervision  if 
such  were  deemed  desirable  in  the  public 
interests  on  general  grounds. 


Question  92. 

Of  the  following  methods  of  supervision,  which 
do  you  think  would  be  productive  of  the 
better  results : — 

(a)  The  English  method,  under  which  actuarial 
valuations  are  required  to  be  made  by 
the  company,  and  full  details  published? 

{b)  The  American  method,  under  which  valua- 
tions of  the  Company's  liabilities  and 
assets  are  made  periodically  by  a  Go- 
ment  Department? 


r. 
2. 
3- 
4- 


14. 


Replies. 

English  method. 

The  English  method. 

The  English  method. 

I  am  in  favour  of  the  British  method  with  cer- 
tain modifications  of  the  valuation  re- 
turns. 

5.  The  English  method  all   the  time. 

6.  The  English  method. 

7.  The  American  method. 

9.  {a)  The  English  system  does  not  go  far  enough. 
{b)  The  American  system  is  very  complete. 
The  great  objections  to  it  are  that  it  is  a 
State,  not  a  Federal  matter,  and  that 
it  involves  the  mulcting  of  the  companies 
in  heavy  charges.  In  Australia  Federal 
supervision  on  American  lines,  with  the 
objectionable  features  removed,  should  be 
a  great  success. 

11.  The  English  method. 

12.  We  operate  under  both  methods. 

13.  The  English  method. 
Method    {a)    undoubtedly.     Mr.    George    King 

Says — J. I. A.,  vol.  XXIX.,  page  492: — 
"  I  give,  after  a  long  and  careful  con- 
sideration of  the  subject,  my  vote  em- 
phatically in  favour  of  the  British 
system."  Recent  events  must  have  done 
much  to  strengthen  this  conviction. 
I  think  the  English  method  preferable. 

16.  {a)  The  English  method. 

{b)  From  all  I  know  of  the  American  method, 
I  would  say  that  it  should  be  the  last 
practice  to  adopt  in  Australia. 

i6a.  Judging  by  the  fruits  of  the  two  me- 
thods, the  English  is  preferable.  The 
American  method  has  heaped  legislation 
upon  legislation,  supervision  upon  super- 
vision, expense  upon  expense,  with  most 
unsatisfactory  results,  both  as  regards 
preventing  the  origination  of  rash  schemes 
or  the  checking  of  evil  conditions  and 
corruption  in  the  successful  companies. 
The  English  method,  on  the  other  hand, 
has  been  economical,  effective,  and 
healthy.  These  results  may,  of  course, 
be  due  to  natural  temperament  in  both 
cases,  and  this  is  doubtless  so  to  some 
extent,  but  the  natural  inference  is  that 
the  systems  under  which  the  respective 
companies  work  has  had  an  influence  in 
bringing  about  the  position  as  we  know 
it  to-day. 


IS 


Question  93. 

Do  you  consider  that  there  should  be  any  pre- 
scribed qualification  to  be  possessed  by 
the  officer  responsible  for  the  actuarial 
valuation  of  a  life  assurance  company's 
business  ? 

If  so,  what  qualifica^tions  would  you  suggest? 
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Reflies. 

1.  Yes.     Qualification  by  the  London  Institute  of 

Actuaries  or  the  Faculty  of  Edinburgh. 

2.  Yes.     He  should  be  either   a  member  of   the 

Faculty  or  Institute  of  Actuaries,  or 
possess  such  practical  experience  as  a 
practising  actuary  as  to  command  confi- 
dence. 

3.  Yes.     He  should  be  a  fellow  of  the  Institute 

of  Actuaries,  or  of  the  Faculty  of  Actu- 
aries in  Scotland. 

4.  Yes.     I    should    suggest   that    in    any     future 

appointments  the  actuary  should  be  re- 
quired to  be  a  fellow  of  one  of  the  British 
chartered  bodies  of  actuaries. 

5.  Certainly.     Either  an  Associate  or   Fellow  of 

the  Institute  of  Actuaries. 

6.  Yes.     That  the  officer  would  possess  the  dip- 

loma of  competency  granted  after  exam- 
ination by  one  of  the  two  British 
actuarial  societies — The  Institute  of 
Actuaries  of  Great  Britain  and  Ireland, 
and  the  Faculty  of  Actuaries  in  Scotland. 
If  there  should  be  any  other  scientific 
actuarial  body  in  any  other  part  of  the 
world  issuing  diplomas  of  competency 
on  a  similar  examination  standard,  1 
can  see  no  good  reason  for  excluding  such 
certificated  officer. 

7.  Yes.     Such  as  those  possessed  by  the  highest 

qualified  actuaries  of  friendly  societies. 

9.  There  are  only  three  recognised  bodies  in  Eng- 
lish speaking  communities  granting 
diplomas — the  Faculty  of  Actuaries  in 
Scotland,  the  Institute  of  Actuaries  in 
Great  Britain  and  Ireland,  and  the 
Actuarial  Society  of  America,  and  it 
would,  therefore,  I  think,  be  placing  too 
great  a  restriction  on  companies  to  insist 
that  they  employ  only  fellows  of  one  or 
other  of  these  three  bodies.  Although 
the  diploma  is  evidence  to  the  public  that 
the  holder  has  satisfied  a  competent  body 
of  examiners  as  to  his  actuarial  know- 
ledge, it  is  no  proof  that  he  is  more  com- 
petent than  another  who  has  spent  his 
life  studying  the  business  and  yet  has  not 
presented  himself  for  examination.  Past 
history  certainly  shows  many  examples  of 
competent,  and  even  brilliant,  men  who 
have  occupied  the  actuary's  position,  but 
who  have  not  passed  the  actuarial  exam- 
ination. The  Commonwealth  Statistician 
should,  however,  satisfy  himself  of  the 
character  and  ability  of  any  actuary 
making  the  valuation  included  in  the  re- 
turns to  Government. 

ri.  Yes.  Fellowship  of  the  Institute  or  Faculty 
of  Actuaries,  but  it  might  be  unfair  to 
enforce  this  in  respect  of  present  officers, 
some  of  whom  may  not  have  had  the 
opportunity  to  present  themselves  for  ex- 
amination during  their  student  days. 

12.  Yes.     He  ought  to  be  a  thoroughly  equipped 

actuary ;  a  Fellow  of  the  Institute  of 
Actuaries  of  England,  a  fellow  of  the 
Faculty  of  Actuaries  of  Scotland,  a 
Fellow  of  the  Actuarial  Society  of 
America,  or  of  any  actuarial  body  in 
Australia  which  has  as  good  a  standing 
as  these  three  bodies. 

13.  Yes,  decidedly.      That  he  be  a    duly    qualified 

Actuary,  and  a  Fellow  of  the  Institute  of 
Actuaries,  or  Faculty  of  Actuaries,  Edin 
burgh. 


14.  Yes.     That  of   a  fellow   or  associate  of  the 

Institute  or  Faculty  of  Actuaries. 

15.  Yes.     Fellow  of  the  Institute  of  Actuaries  or 

fellow  of  the   Faculty   of  Actuaries,   or 
any  other  qualification  of  equal  rank. 

16.  Emphatically,  yes.  Nothing  less  than  the  high- 

est— "A  Fellow  of  the  Institute  of 
Actuaries,  London." 
I  6a.  Yes.  In  the  case  of  future  appointments  he 
should  possess  the  highest  qualification 
obtainable,  and  be  a  fellow  of  the  In- 
stitute of  Actuaries,  London.  It  has  the 
further  merit  of  being  the  only  qualifica- 
tion obtainable  in  Australia. 


Question  94. 


As  regards  the  publication  of  details  concerning 
a  life  assurance  company's  business,  is 
it  desirable  that  steps  should  be  taken  to 
render  the  particulars  available  as  early 
as  possible  after  the  dates  on  which  the 
company's  accounts  are  closed? 

Replies. 

1.  Sufficient  time  should  be  given. 

2.  Yes,   at  the  same  time   I   think  that  not   less 

than  nine  months  (the  period  allowed 
under  the  English  Act),  should  be 
allowed  for  the  preparation  and  printing 
of  returns. 

3.  Yes. 

4.  This  is  unnecessary  so  far  as  the  companies  are 

concerned.  Companies  publish  their 
annual  statements  of  accounts  in  time 
for  their  annual  meetings,  and  therefore 
much  earlier  than  any  Act  of  Parliament 
has  prescribed.  Most  companies  publish 
their  periodical  actuarial  valuation  reports 
in  time  for  the  ordinary  annual  meeting, 
and  it  is  unusual  for  the  full  statutory 
time  to  be  availed  of.  These  various  re- 
turns are  made  public  property,  and  may 
be,  and  are,  criticised  by  the  public  press. 
So  far  as  this  form  of  publicity  is  con- 
cerned it  could  not  be  hastened  in  any 
way. 

5.  Yes. 

6.  Yes. 

7.  I  think  the  present  law  in  regard  to  this  works 

satisfactorily. 
9.  Yes,  a  good  company  will  hasten  to  get  its  re- 
port out  early  in  any  case,  and  it  should 
be  the  Government's  business  to  publish 
the  figures  supplied  to  it,  as  is  done  by 
the  Imperial  Board  of  Trade,  and  this 
publication  should  be  issued  as  early  as 
possible. 

11.  I    do  not   think   details   should   be   published. 

Any    statement   that   may    be    prescribed 
should  be  issued  as  early  as  possible. 

12.  Yes,    allowing   proper  leeway    for   those   com- 

panies whose  home  offices  aje  at  a  great 
distance  from  Australia. 

13.  In  our  opinion,  yes. 

14.  Yes. 

15.  Yes. 

16.  Yes.      I  am  inclined  to  think  that  more  time  is 

allowed  than  is  necessary,  as  a  rule,  for 
the  lodging  of  insurance  returns  with  the 
various  State  Governments. 
i6a.  Yes. 
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Question  95. 

Seeing  that  the  various  dates  at  which  the  accounts 
of  different  companies  are  now  closed 
would  tend  to  delay  the  publication  by 
the  Government  of  the  returns  for  any 
given  year — 

{a)  Would  it  be  practicable  for  a  uni- 
form closing  date,  say  30th 
June  or  31st  December,  to  be 
fixed  for  all  companies. 
{b)  Would  such  a  course  be  publicly 
advantageous  ? 

Refltes. 

1.  (a)  Yes. 

{b)  I  see  no  advantage  to  the  public,  although 
it  would  be  a  convenience  to  the  Govern- 
ment. 

2.  (a)  Yes. 

{b)  I  do  not  see  that  such  a  course  would  be 
publicly  advantageous,  but  I  think  that 
the  convenience  of  the  companies  should 
be  considered. 

3.  (a)  Yes. 

{b)  I  do  not  see  that  it  would  matter  much  to 
the  public  whether  this  course  were  taken 
or  not.  I  do  not  suppose  the  Govern- 
ment returns  are  studied  except  by  those 
who  are  engaged  in  the  business. 

4.  (a)  It  would  be  practicable. 

{b)  It  would  not  be  publicly  advantageous. 

5.  (a)  Yes. 

%  Hardly  "publicly  advantageous,"  but  de- 
sirable— yes. 

6.  (a)  Yes. 

{b)  Yes,  but  only  for  statistical  purposes. 

7.  (a)  Yes.  '^    "^ 
(b)  I  do  not  see  any  advantage. 

9.   (a)  Could    be    no   objection     to    this    course. 
Merely  a  matter  of  bookkeeping  for  the 
offices. 
(b)  The  last  published  account  should  do  just 
as  well. 

11.  (a)  I  think  so. 

(b)  I  do  not  think  so. 

12.  (a)  It  would  not  be  practicable  for  the  New 

York  Life  to  close  on  any  other  date 
than  the  31st  December,  as  that  date  is 
fixed  by  the  laws  of  practically  every 
State  in  the  United  States  of  America. 
(b)  It  would  be  advantageous  to  have  a  uniform 
date,  such  as  the  31st  December,  if  it 
did  not  seriously  inconvenience  other 
companies. 

13.  (a)  Yes. 

(b)  In  our  opinion,  yes. 

14.  (a)  Yes."  ^ 
(*)  Yes. 

15.  (a)  Yes,  but  inconvenient. 
(b)  No. 

16.  (a)  Yes._    The  30th  June  ought  to  be  a  more 

suitable  date  than  the  end  of  the  vear 
(b)  Yes. 
i6a.  Yes,  especially  if  the  30th  June  were  chosen, 
so  that  the  work  would  come  in  the  win- 
ter time,  and  the  insurance  financial  year 
made  to  coincide  with  the  Government 
financial  year. 


Replies. 

1.  No,  so  far  as  I  can  gather,  other  than  possible 

statutory  regulations  of  different  com- 
panies. 

2.  Not  that  I  know  of.    This  company  at  one  time 

closed  its  accounts  on  31st  August,  but 
it  was  deemed  to  be  more  convenient  to 
have  our  financial  year  correspond  with 
the  civil  year,  and  the  date  was  changed 
to  31st  December. 

3.  The  only  difficulty  would  be  experienced  at  the 

start  by  those  companies  whose  year  does 
not  already  close  at  the  date  fixed,  but 
this  would  not  be  insuperable. 

4.  The  closing  of  the  accounts  always  involves  a 

great  amount  of  additional  work,  and  in 
a  climate  such  as  that  of  Australia,  it  is 
undesirable  that  this  should  fall  on  the 
office  staff  at  midsummer.  I  therefore 
think  that  31st  December  is  an  unde- 
sirable date  at  which  to  close  accounts. 
Our  official  year  finishes  on  31st  October, 
and  that  is  a  very  suitable  and  convenient 
date. 

5.  None  at  all. 

6.  Not  that  I  am  aware  of. 

7.  None  that  I  know  of. 

9.  It  should  not  materially  disturb  the  book- 
keeping, but  might  involve  ah  alteration 
of  actuarial  methods  in  certain  com- 
panies, because  everything  would  be 
thrown  forward  or  backward  a  few 
months,  but  it  only  needs  to  be  overcome 
the  once.  Since  the  usual  date  in  other 
countries  is  3i.st  December,  that  date 
would  probably  be  the  one  which  would 
suggest  itself  as  the  most  suitable  one. 
ir.  I  know  of  no  strong  objection.  The  different 
circumstances  of  the  companies  would 
make  it  imposible  for  them  all  to  com- 
plete their  returns  in  the  same  time,  un- 
less the  time  was  a  reasonable  one  for  the 
company  whose  business  was  most  scat- 
tered. 

12.  There  may  be  legal  difficulties  or  provisions  in 

the  charter  or  by-laws  which  would  pre- 
vent such  a  course. 

13.  None  from  our  point  of  view. 

14.  I  do  not  think  so.  A  company  would,  no  doubt, 

be  inconvenienced  in  the  year  that  the 
change  was  made,  but  to  no  great  extent. 

15.  It   would   cause   considerable   inconvenience   in 

the  internal  arrangements  of  the  office. 

16.  None  whatever,  so  far  as  I  am  aware. 
I  6a.  No. 


Question  96. 

Are  there  any  strong  objections  to  such  a  course, 
or  difficulties  in  carrying  it  out? 


Section  XVI. — Government  Life  Assurance. 

Question  97. 
Would  it,  in  your  opinion,  be — 

(a)  practicable;  and 

(b)  desirable; 

for  Life  Assurance  business  to  be  under- 
taken by  the  Government? 
State  your  reasons  for  your  opinions  fully. 

'Replies. 

1.  I   think   the   business   would   be  better   in   the 

hands  of  companies  established   for  the 
purpose. 

2.  The  practicability  of  Government  Life  Assur- 

ance has  been  proved  in  New  Zealand. 

Life  Assurance  by  a  Government  De- 
partment would  be  desirable  if  the  busi- 
ness was  managed  more  economicallv  and 


120 


efficiently  than  are  the  long  established 
private  companies,  but  there  is  no  reason 
to  expect  that  such  would  be  the  case. 

3.  (a)  Yes. 
(*)  No. 

Where  there  are  so  many  sound  offices 
already  carrying  on  business  in  the  Com- 
monwealth it  seems  unnecessary,  to  say 
the  least,  for  the  Government  to  enter  the 
field.  If  it  did  so,  it  would  require  to 
conduct  the  business  on  similar  principles 
to  the  existing  companies,  would  require 
to  appoint  a  capable  and  highly  salaried 
general  manager,  as  well  as  other  offi- 
cials, and  to  actively  canvass  for  new 
business  just  as  an  ordinary  company 
does.  Otherwise  very  little  business 
would  be  done;  and  it  is,  moreover,  ex- 
tremely likely  that  the  expense  of  acquir- 
ing and  managing  the  business  would  be 
greater  than  in  the  case  of  several  of  the 
existing  companies. 

4.  I  think  it  is  practicable,  but  undesirable. 

The  business  is  already  well  handled, 
and  is  made  available  to  the  public  as 
fullv  as  it  could  be  bv  any  Government 
organisation.  Competition  has  continu- 
ally led  to  the  introduction  of  improved 
methods,  and  the  contracts  now  offered 
bv  Australian  companies  are  exception- 
ally liberal  ones,  and  free  from  all  un- 
necessary restrictions.  Under  these  cir- 
stances  I  cannot  see  what  good  purpose 
could  be  served  by  the  business  being 
undertaken  by  Government  in  opposition 
to  the  companies,  and  I  do  not  suppose 
that  the  question  contemplates  Life  As- 
surance being  made  a  Government  mono- 
poly. 

I  am  not  in  favour  of  Government  em- 
barking in  trade  and  commerce.  I  think 
these  are  better  left,  as  at  present,  to  in- 
dividual effort  and  enterprise. 

5.  (a)  and  (5)  No. 

See  answer  to  Question  91. 

6.  (a)  Probably. 

(b)  Certainly  not. 

The  New  Zealand  Government  Insurance 
Department's  experience  shews  that 
it  is  practicable.  The  same  experience, 
however,  shewed  that  it  was  necessarv 
for  the  Government  to  copv  the  methods 
adopted  bv  other  Assurance  Societies,  and 
it  has  also  shewn,  in  my  opinion,  not- 
withstanding any  advantage  gained  by  a 
Government  guarantee  in  advancing  its 
claims  to  the  public,  there  is  no  better 
prospect  of  "giving  better  results  to  its 
policv-holders  than  in  the  case  of  the 
mutual  societies,  which  are  its  competi- 
tors in  the  same  field.  I  think  it  verv 
undesirable  that  the  Government  should 
step  in  and  undertake  business  which  is 
efficiently  managed  by  private  enterprise. 

7.  (a)  Yes. 
(b)  No. 

In  my  opinion,  the  Insurance  companies 
at  present  doing  business  in  the  Common- 
wealth are  giving  much  more  attention  to 
the  details  of  insurance  work  than  any 
Government  could  possibly  give — the  re- 
sult being  that  insurance  work  has  be- 
come a  science  acquired  by  much  prac- 
tical   experience — from    which   experience 


I  think  policy-holders  are  the  distinct 
gainers.  The  Government  should  do 
nothing  to  interfere  with  this  splendid 
individual  effort. 

8.  I  have  not  given  this  question  sufficient  thought 

to  be  able  to  express  an  opinion. 

9.  (a)  Yes. 
(b)  No. 

The  public  of  the  Commonwealth  are 
already  well  provided  with  the  means  for 
insuring  their  lives,  and  there  seems  no 
more  reason  why  this  branch  of  business 
should  be  taken  up  by  the  Government 
any  more  than  selling  bread  or  milk. 
The  only  place  where  the  business  has 
lieen  actively  taken  in  hand  by  the  Go- 
vernment is  New  Zealand,  and  while  the 
results  in  that  case  have  been  better  than 
some  offices,  they  have  not  been  as  good 
as  the  best,  and  yet  the  Government  office 
has  had  many  advantages  from  assistance 
from  the  whole  civil  service  and  parti 
cularly  the  postal  service.  If  there  had 
not  been  private  competition  the  Govern- 
ment would  not  have  done  as  well  even 
as  they  have  done.  There  is  not  as  good 
reason  for  the  Government  undertaking 
Life  Assurance  as  many  other  things. 
For  instance,  bread  and  meat  and  milk 
are  almost  necessary  to  'preserve  life. 
The  Government  are  satisfied  with  the  re- 
gulation of  these  things,  and  should  be 
satisfied  with  the  regulation  of  Life  As- 
surance. Unless  the  Government  can  do 
better  than  the  best  private  office,  there 
seems  to  be  no  justification  for  its  entry 
into  the  business. 

11.  (a)  Yes. 
(*)  No. 

To  state  my  opinion  fully  would  take  more 
time  and  space  than  I  have  at  mv  dis- 
posal. Life  Assurance  business  as  con- 
ducted now  by  companies  is,  I  think, 
efficiently  conducted,  and  in  a  manner 
that  is  satisfactory  to  the  community. 
It  does  not  seem  likely  that  the  Govern- 
ment would  improve  on  the  present  con- 
ditions. 

12.  We  have  no  opinion  on  the  subject. 

13.  (a)  Yes. 

(b)  Really  cannot  say. 

14.  (a)  Yes. 
(*)  No. 

The  New  Zealand  Government  has  shewn 
that  it  is  practicable,  but  I  am  not  aware 
that  thev  have  shewn  that  they  can  give 
greater  benefits  or  work  more  economi- 
cally than  a  private  company.  The 
British  Government  has  proved  the 
failure  of  the  voluntary  scheme. 

15.  (a)  Ye.s. 
(h)  No. 

The  public  requirements  in  respect  of  Life 
Assurance  appear  to  be  fully  met  at  the 
present  time. 

16.  (a)  Yes. 

(b)  I  would  not  say  that  it  is  desirable  or  that 
it  would  be  profitable. 
Government  Life  Assurance  would  not  be 
so  successful  as  privately  conducted  mu- 
tual offices.  It  would  be  more  expen- 
sively managed  in  every  way.  The  Go- 
vernment could  not  offer  the  public  any 
greater  adx'antages  than  are  now  avail- 
able, and  they  would  have  a  very  difficult 
task  in  making  such  a  Department  a  suc- 
cess. 
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i6a.   (a)  Yes. 

(b)  It  depends  upon  the  form  this  would  take. 
As  regards  the  practicability  of  the  mat- 
ter, I  assume  that  anything  (at  least  from 
a  purely  material  point  of  view)  is  pos- 
sible to  the  Government. 

As  regards  desirability,  if  the  Govern- 
ment started  a  Life  Insurance  business 
on  the  same  lines  as  existing  offices,  I 
would,  in  my  capacity  as  actuary  of  this 
Society,  advise  the  policy-holders  it 
would  be  to  their  benefit,  and,  therefore, 
desirable  from  their  point  of  view.  But 
if  the  Go\-ernment  intended  to  absorb 
existing  institutions,  I  would  advise  the 
policy-holders  that  this  would  not  be  to 
their  interests. 


Section  XVII. — Standard  of  Solvency. 

Question  98. 

Is  it  desirable  that  a  standard  of  solvency  for  Life 
Assurance  companies  should  be  fixed  by 
law? 

Replies. 

1.  Yes. 

2.  The  conditions  of  Companies  vary  so  much  that 

a  common  standard  of  solvency  would 
probably  be  inequitable.  From  the  sol- 
vency point  of  view  each  Company 
should  be  examined  separately,  due  re- 
gard being  paid  to  its  special  features  and 
characteristics. 

3.  No. 

4.  No. 

5.  Yes. 

6.  No. 

7.  Yes. 

9.  No,  but  I  think  that  a  "  Commonwealth  Stan- 
dard "  might  be  fixed  as  a  measure 
against  which  the  valuation  of  all  Com- 
panies could  be  compared.  A  4  per  cent. 
Hm  pure  net  premium  valuation  for 
Ordinary  contracts,  and  a  4  per  cent. 
English  Life  No.  3  males  pure  net  pre- 
mium valuation  for  Industrial  contracts 
would  be  a  suitable  measure. 

An  automatic  way  of  applying  the  stan- 
dard would  be  to  require  that  the  valua- 
tion return  should  be  published  in  such 
a  way  that  the  public  would  know  to 
what  extent  the  valuation  of  a  Company 
differed  from  the  standard. 

The  best  office  in  its  first  year,  for 
instance,  could  not  comply  with  a  net 
premium  valuation,  but  the  public  are 
entitled  to  know  its  position.  Every 
subsequent  valuation  would  show  its 
movement  towards  or  away  from  the  stan- 
dard reserve.  Once  it  had  reached  the 
standard  there  would  be  opportunity  to 
either  maintain  it,  or  (as  a  first-class 
office  would  undoubtedly  do)  to  surpass 
it.  Continued  failure  to  reach  the  stan- 
dard ending  in  a  distinct  backward  move- 
ment would,  of  course,  show  whither  the 
office  was  tending,  and  measures  for 
winding-up  would  follow. 

This  method  would  safeguard  the  pub- 
lic better  than  any  valuation  returns, 
however  minute  and  searching. 


11.  See  Life  Offices  Association  letter.* 

12.  It  should  be  so  fixed. 

13.  Would  be  productive  of  good. 

14.  I  am  doubtful.     I  think  the  tendency  would  be 

for  weaker  Companies  to  regard  such  a 
standard  (which  must  necessarily  be  low) 
as  sufficient. 

15.  No. 

16.  In  the  interests  of  this  Society  and  other  exist- 

ing Societies  I  should  say  "  Yes "  ;  in 
the  interest  of  the  people  of  the  Common- 
wealth I  should  say  "  No." 

"A  standard  of  solvency  "  would  mean 
that  for  all  time  Australia  would  have  no 
other  life  offices  than  those  existing  at 
present. 
i6a.  The  term,  "  Standard  of  solvency  "  is  com- 
monly used  to  denote  a  standard  of  over- 
solvency  with  a  large  margin  of  safety, 
such  as  Life  Insurance  Companies  have 
been  in  the  habit  of  adopting  for  their 
own  purposes  of  making  "  assurance 
doubly  sure."  Such  a  standard  is  a 
most  efficient  preventive  of  new  Com- 
panies coming  into  the  field,  and,  there- 
fore, of  restricting  competition  and  pro- 
viding a  monopoly  for  existing  institu- 
tions. Undoubtedly  worthy  organisations 
have  been  squeezed  out  of  existence  in 
America  by  it,  and  the  largest  Industrial 
Insurance  Company  there  admits  that  it 
was  almost  strangled  by  this  arrange- 
ment. The  largest  Industrial  Company 
in  England  would  not  have  survived  if 
the  American  standards  of  over-solvency 
had  been  applied  to  it  in  its  early  stages. 
On  general  principles  it  is  desirable  that 
fresh  blood  should  come  into  the  compe- 
tition for  Life  Insurance  business. 


Question  99. 


If  so,  on  what  basis  would  you  suggest  that  such 
a  standard  should  be  fixed? 


'Replies. 

I.  Funds  equal  to  the  net  liability  as  shown  by 
the  published  statements. 

.    See  answer  to  Question  98. 

.  A  pure  premium  basis  with  allowances  for 
initial  expenses,  4  per  cent,  interest. 

.   See  reply  to  Question  98. 

.   Similar  to  that  which  Friendly   Societies  have. 

.   See  reply  to  Question  98. 

.  See  reply  to  Question  98. 

.  In  the  State  of  New  York  the  law  forbids  a 
Company  doing  new  business  which  has 
on  hand  less  than  the  American  3^  per 
cent,  reserve  on  policies  issued  in  1901 
and  thereafter,  and  less  than  the  ac- 
tuaries 4  per  cent,  on  policies  issued  prior 
to  1901.  It  is  not,  however,  considered 
insolvent  unless  it  does  not  have  on  hand 
funds  equal  to  the  American  4I  per  cent, 
reserve.  It  is  quite  immaterial  to  us,  but 
we  should  think  a  law  on  similar  lines 
to  the  above  would  be  a  fair  one, 
although  the  English  law  may  be  more 
suitable  to  the  conditions  in  Australia. 
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See  pp.    134-6. 
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13.  This  is  a  question  for  a  Committee  of  Experts 

to  determine. 

14.  Not  a  "  net  premium  "  one.      A  gross  premium 

valuation,  or  wiiat  is  here  called  a  modi- 
fied net  premium  valuation  (such  as 
Sprague's),  should  be  used,  and  some  con- 
sideration should  be  given  to  the  actual 
rate  of  interest  earned  by  the  funds. 

15.  See  reply  to  Question  98. 

t6.  If  a  standard  of  solvency  were  adopted  it 
should  be  on  a  basis  that  would  allow 
an  office  to  spend  a  reasonable  amount  in 
procuring  new  business. 

i6a.  a  pure  net  premium  method  allots  a  liability 
to  a  policy  as  soon  as  it  is  placed  upon 
the  books.  To  place  a  liability  against 
a  contract  is  equivalent  to  stating  that 
it  is  worth  less  than  nothing.  In  my 
opinion,  for  a  company  to  spend  good 
money  to  obtain  a  contract  and  then 
straightway  state  that  what  it  has  ob- 
tained is  worth  less  than  nothing,  stultifies 
it.  I  believe  the  Sprague  or  some  equiva- 
lent method  should  be  adopted  allowing 
the  first  year's  premium  in  everv  case  to 
be  regarded  as  absorbed  in  initial  ex- 
penses, and  for  Industrial  Whole  Life 
Policies  a  reserve  of  30  per  cent,  of  the 
gross  premium  for  future  expenses  would 
be  sufficient.  To  assist  new  Companies 
to  get  a  footing,  I  would  also  authorise 
in  the  case  of  ordinary  business  that  40 
per  cent,  of  the  expenditure  on  new 
business  commission  during  the  first  year' 
should  be  placed  as  a  set-off  against  an 
equivalent  amount  of  liability  under  the 
heading  of  "  New  Business  Extension  Ex- 
penses," and  likewise  20  per  cent,  of 
the  same  item  of  expenditure  during  the 
second  year,  on  the  understanding  that 
in  the  fourth  year  10  per  cent,  of  these 
"New  Business  Extension  Expenses" 
should  be  wiped  off,  in  the  fifth  year  20 
per  cent.,  in  the  sixth  year  30  per  cent., 
and  in  the  seventh  year  40  per  cent.  For 
industrial  policies  I  would  allow  "  New 
Business  Extension  Expenses  "  to  be  set- 
off against  liabilities  to  the  extent  of  50 
per  cent,  for  the  first  year,  30  per  cent. 
for  the  second  year,  10  per  cent,  for  the 
third  year,  on  the  understanding  that  this 
account  should  be  wiped  off  by  10  per 
cent,  of  itself  in  the  sixth  year,  20  per 
cent,  in  the  seventh  year,  30  per  cent,  in 
the  eighth  year,  and  40  per  cent,  in  the 
ninth  year. 


Section  XVIII. — Amalgamation  and  Transfer. 

Question  100. 

Do  you  consider  that  the  provisions  of  the  Eng- 
lish Act  of  1870  (sections  14  and  15)  re- 
lative to  the  amalgamation  and  transfer 
of  life  assurance  companies  are  suitable 
and  sufficiently  comprehensive  for  applica- 
tion to  Australian  conditions? 

Re-plies. 

r.  I  am  not  familiar  with  this  question. 

2.  Yes. 

3.  Yes,  on  the  whole,  though  possibly  some  slight 

modifications  might  be  introduced.  The 
proportion  of  dissentients  who  may  pre- 
vent amalgamation  seems  to  be  too  small. 


4.  They  do  not  appear  to  have  secured  the  ap- 

proval of  those  who  have  had  to  act  under 
them  in  Britain,  and  I  presume  similar 
difficulties  would  be  encountered  here. 
Mr.  Geo.  King  has  stated  it  as  his 
opinion  that  these  clauses  are  the  ones 
which  have  proved  most  defective,  and 
which  stand  most  in  need  of  amend- 
ment. (See  J.I.A.,  Vol.  XXIX,  p.  520 
to  523.)  The  amalgamation  clauses  in 
the  Life  Assurance  Companies  Acts  of 
the  Australian  States  do  not  enable 
amalgamations  to  be  effected  by  com- 
panies organized  under  the  laws  of  dif- 
ferent States.  This  difficulty  does  not 
arise  among  British  companies,  which  are 
all  subject  to  the  same  legislation. 

5.  Yes. 

6.  I  do,  but  at  the  same  time  I  must  admit  that 

I  have  had  no  occasion  to  study  the  actual 
practical  working  of  the  amalgamation 
of  any  two  companies.  Such  a  study 
might,  of  course,  reveal  some  lack  of 
machinery  in  the  clauses  referred  to,  but 
I  am  not  aware  of  any  insufficiency. 

7.  I  have  very  little  knowledge  of  this. 
9.  Yes. 

ir.  Yes. 

12.  We  are  not  in  a  position  to  reply. 

13.  Yes. 

14.  These   clauses   are   generally   considered  to  be 

the  weakest  in  the  Act,  and  I  believe 
have  been  legitimately  evaded  on  occa- 
sions. 

15.  They  should  be  extended  to  give  policy-holders 

of  both  offices  power  to  object  in  the  case 
of  a  transfer. 

16.  Yes. 
i6a.  Yes. 


Section  XIX. — WiNDiNG-xn>. 

Question  10 1. 

What  is  your  opinion  of  sections  21  and  22  of  the 
English  Act  of  1870  and  sections  4  and 
5  of  the  English  Act  of  1872  with  re- 
ference to  the  winding  up  of  life  assur- 
ance companies? 

Replies. 

1.  I  think  the  method  satisfactory. 

2.  I  am  afraid  that  I  have  not  studied  these  sec- 

tions sufficiently  to  be  able  to  give  an 
opinion  of  any  value. 

3.  These  are,   I  think,  satisfactory,  though  I  do 

not  agree  with  the  provisions  of  section 
7  of  the  Act  of  1872  relating  to  nova- 
tions. 

4.  Mr.  King  has  also  stated  it  as  his  opinion  that 

the  1870  Act  has  been  found  to  work 
most  unjustly  in  the  reconstruction  of  in- 
solvent companies.  I  accept  his  opinions 
on  the  points  referred  to  in  this  and  in 
the  preceding  question,  and  refer  to 
J.I.A.,  Vol.  XXIX.,  pp.  520  to  526. 

5.  Have  not  studied  them  sufficiently  to  express  an 

opinion. 

6.  Section    21    has    reference   mainly    to   proprie- 

tary companies,  of  which  there  are  very 
feviT  in  the  Commonwealth.  But,  so  far 
as  I  know,  the  section  is  well  drawn  for 
the  purpose  for  which  it  was  intended. 
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Section  22  very  properly  permits  the  court  to 
substitute  a  reduction  of  the  sum  assured 
to  an  amount  which  will  permit  the  com- 
pany to  be  solvent  in  preference  to  grant- 
ing a  winding-up  order.  The  advantage 
of  such  a  course  is  evident  when  it  is 
borne  in  mind  that  many  of  the  policy- 
holders of  a  large  company  must  be  on 
their  death-beds,  at  the  time  of  the  action 
referred  to.  Under  a  winding-up  order 
in  which  the  relative  claims  of  the  policy- 
holders would  be  based  upon  the  reserve 
values  of  their  policies,  brought  out  by 
certain  tables  of  mortality,  such  dying 
policy-holders  would  receive  only  the  pro- 
portionate surrender  values  of  their 
policies,  whereas  if  the  sum  assured  be 
reduced,  the  representatives  'of  such 
policy-holders,  upon  their  death,  would 
receive  the  sum  assured,  certainly  some- 
what reduced,  but  necessarily  consider- 
ably greater  than  the  proportionate  sur^ 
render  value.  Such  a  provision  insures 
greater  equity. 
Sections  4  and  5  of  the  English  Act  of  1872 
provide  fresh  machinery  in  amplification 
of  the  sections  previously  referred  to  of 
the  1870  Act.  They  have  never  been 
used  in  the  Commonwealth,  but  I  have  no 
reason  to  urge  for  neglecting  to  provide 
for  such  contingencies  in  any  Act  to  be 
framed. 

7.   I  am  not  acquainted  with  these  sections  suffi 
ciently  well  to  give  an  opinion. 

9.  I  approve  of  them. 

12.  We  are  not  in  a  position  to  reply. 

13.  See  reply  to  Question  99. 

14.  1870.     Sections    21    and    22.     It    is    generally 

conceded  that  a  reduction  of  contracts 
should  in  every  case  be  attempted  rather 
than  winding-up,  and  that  such  reduction 
should  take  place  immediately  and  ac- 
count be  taken  only  of  actual  assets.  If 
in  a  proprietary  company  the  uncalled 
capital  be  paid  up  and  prove  to  satisfy 
the  deficiency,  the  original  contracts 
should  be  restored.  Shareholders  should 
get  nothing  till  policy-holders  are  re- 
placed in  their  original  position.  1872 
sections  4  and  5.  I  do  not  agree  with 
the  rules  laid  down  for  valuing  the  con- 
tract. 

15.  They    are,    on   the    whole,    detrimental    to   the 

interests  of  the  policy-holders. 

16.  I    consider    the    provisions    generally    satisfac- 

tory. 
i6a.  In  section  21  I  think  too  much  power  is  given 
to  a  single  policy-holder  when  he  is 
placed  in  a  position  to  act  by  himself. 
I  think  the  clause  should  read,  "On  the 
application  of  at  least  i  per  cent,  of  the 
total  number  of  policy-holders  or  share- 
holders." 


Replies. 

1.  In  the  Act. 

2.  I  think  not.     The  conditions  of  each  compan) 

should  be  taken  into  consideration  in 
making  such  a  valuation. 

3.  Yes. 

4.  I  think  there  is  no  objection  to  such  rules  being 

contained  in  an  Act  to  be  applicable  as 
a  basis  for  distributing  the  assets  in  the 
case  of  a  company  being  wound  up,  but  I 
think  the  rule  should  prescribe  that  for 
such  a  purpose  the  value  of  each  con- 
tract should  be  calculated  on  the  bases 
employed  at  the  actuarial  valuation  imme- 
diately preceding  the  insolvency  of  the 
company. 

5.  Either  will  do. 

6.  The  rule  refers  to  mortality  tables,  which  are 

now  reckoned  to  be  obsolete,  and  they 
should  be  replaced  by  more  modern  and 
suitable  tables.  With  regard  to  the  rate 
of  interest  referred  to  in  the  rules,  care 
should  be  taken  to  see  that  there  is  no 
wording  in  any  other  section  of  the 
Act  which  would  set  up  such  a  method 
of  computation  as  is  set  up  in  this 
schedule  as  a  standard  for  valuation. 
The  rules  laid  down  are  very  suitable 
ones  for  the  purpose  of  a  winding-up 
order,  where  the  main  object  is  to  in- 
dicate  the  relative  interest  of  each  policy- 
holder in  the  assets  of  the  society,  but  I 
think  it  would  be  undesirable  to  indicate 
in  any  way  that  it  should  be  a  standard 
for  valuation. 

7.  As  in  reply  to  Question  loi,  but  in  my  opinion 

the  rules  would  have  just  the  same  force 
whether    in    the    Act    or    in    regulations 
thereof. 
9.   In  the  Act. 

12.  The  Australian  actuaries  would  be  in  a  posi- 

tion to  give  a  more  authoritative  opinion 
than  we  are. 

13.  See  reply  to  Question  99. 

14.  I  do  not  think  it  wise  to  lay  down  hard  and 

fast  rules. 

15.  No. 

16.  No. 

I  6  a.  No. 


Question  102. 

The  first  schedule  to  the  English  Act  of  1872  con- 
tains rules  for  valuing  annuities  and  poli- 
cies in  connection  with  the  winding  up  of 
a  life  assurance  company.  Do  you  con- 
sider it  desirable  that  such  rules  should 
be  contained  in  an  Act  or  in  the  regula- 
tions thereof? 


Question  103. 

If  not,  what  means  would  you  suggest  for  the 
equitable  treatment  of  policy-holders  in 
the  case  of  a  winding-up? 


Reflies. 

3.  See  reply  to  Question  102. 

4.  See  reply  to  Question  102. 

6.  For   17   offices  table  substitute   0»     table,   for 

Government     annuities     table     substitute 
0('"n>  or  0*='''    tables. 

7.  I  could  not  say. 

9.  The  power  vested  in  the  court  by  section  22 
of  the  English  Act  is  the  one  most  likely 
to  ensure  equitable  treatment  as  between 
policy-holders. 

12.   See  answer  to  Question  102. 

r3.   See  reply  to  Question  99. 

14.  An  entirely  fresh  scale  of  premiums  should  be 
calculated.  There  will  be  no  new  en- 
trants, and  a  consequent  reduction  in  all 
expenses,  so  that  but  little  "  loading"  will 
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be  required.  A  fairly  high  rate  of  in- 
terest may  be  used,  say  4  per  cent.  A 
consideration  of  the  original  premium 
payable  and  the  premium  under  the  new 
scale  will  show  what  sum  assured  can  be 
granted  for  that  premium  at  the  increased 
age,  and  the  sum  assured  will  be  further 
increased  by  the  paid-up  policy  that  caJi 
be  granted  out  of  the  available  assets. 

15.  Tt  would  be  better   for  a  special  court  to  be 

appointed  with  expert  assessors,  with 
ample  powers,  including  inquiry  in 
camera,  to  deal  with  each  case  on  its 
merits. 

16.  The  advice  of  some  reliable  actuarial  authority 

might  be  taken. 
I  6a.  The  correct  method  varies  greatly  from  case 
to  case,  according  to  circumstances,  and 
.the  matter  should  be  referred  to,  say, 
two  actuaries  with  stated  minimum  quali- 
fications to  decide,  with  necessity  to  call 
in  a  referee  (preferably  one  of  the  Gov- 
ernment actuaries)  in  the  event  of  dis- 
agreement. 


Section  XX.  Protection  of  Creditors. 

Question    104. 

Is  it,  in  your  opinion,  desirable  that  policies  should 
be  protected  from  the  claims  of  creditors  ? 

Reflies. 

1.  Yes,  to  a  certain  extent. 

2.  Yes.    As  a  policy  is  primarily  intended  to  bene- 

fit the  family  of  the  assured,   his  assur- 
ance should  be  protected  from  creditors. 

3.  Yes. 

4.  Yes.     If  for  the  benefit  of  a  man's  family. 

5.  Yes. 

6.  Yes. 

7.  Most  certainly. 

8.  Yes,  up  to  a  certain  point. 

9.  A  man  in  poor  health  cannot  obtain  a  policy  and 

yet  he  needs  protection  from  creditors 
more  than  the  man  in  good  health.  I  do 
not,  therefore,  think  there  is  any  justice 
in  protecting  a  life  policy  and  no  other 
form  of  saving.  If  you  protect  a  life 
policy  for  _;^i,ooo,  you  should  protect 
every  other  form  of  thrift  up  to  the  same 
extent. 
While  as  a  Life  Assurance  manager  I  am  in 
favour  of  anything  that  helps  to  forward 
the  business  (as  this  idea  does),  I  am, 
nevertheless,  distinctly  of  opinion  that  it 
is  against  public  policy.  If  it  be  a  ques- 
tion with  a  man  of  protecting  his  wife  and 
children,  he  can  do  this  under  the  "  Mar- 
ried Women's  Property  "  provisions  of 
the  various  State  Acts  (which  provisions 
as  concerns  life  policies  should,  of  course, 
be  incorporated  in  the  best  form  in  the 
Commonwealth  Life  Assurance  Act). 
These  prwisions  are  all  that  are  needed. 
British  legislation  does  not  provide  for  the 
protection  of  policies  against  creditors. 

10.  Yes. 

11.  See  Offices  Association  letter.* 

12.  This  is  not  a  question  on  which    we    would   be 

disposed  to  express  a  definite  opinion. 

13.  Yes. 

14.  Yes. 

*■  See  pp.   134-6. 


15.  Yes. 

16.  I   see  UQ  particular  reason    why    life    policies 

should  be  protected  any  more  than  anyj 
other  form  of  property. 
I 6a.  No.  I  take  it  that  this  protection  is  granted 
to  insure  provision  for  widows  and 
orphans,  but  it  is  quite  possible  that 
creditors'  families  may  be  deprived  of  in- 
surance protection  for  want  of  the  divi- 
dend tliat  would  arise  from  the  proceeds 
of  a  policy. 


Question  105. 

What  do  you  consider  the  maximum  amount  that 
should  be  protected  ? 

R'e-plies. 

1.  _£i,ooo. 

2.  So  long  as  a  policy  was  not  secured  with  the 

idea  of  defeating  creditors,  I  consider  the 
maximum  protection  should  be  not  less 
than  _£2,ooo.  It  might  be  desirable  to 
reduce  this  amount  in  the  event  of  death 
within  one  year  of  the  date  of  policy. 

3.  I   incline   to  a   graduated    scale,    beginning   at 

^1,000  at  date  of  policy,  and  increasing 
to  about  jr5,ooo  after  5  or  10  years. 

4.  I  think  _;£2,ooo  is  a  reasonable  sum.      Seeing  that 

a  very  large  proportion  of  business  is  now 
transacted  under  endowment  assurances,  I 
should  like  to  see  some  provision  made 
whereby  protection  would  be  continued  to 
a  man's  wife  and  family,  if  necessary, 
even  after  the  maturity  of  the  Life  Assur- 
ance policy.  If  the  system  of  protection 
is  a  good  one  from  public  considerations, 
it  should  not  be  possible  for  the  assured 
to  receive  and  dissipate  the  whole  of  the 
assurance  money  during  his  lifetime. 

5.  i;2,ooo.  ..,,,. 

6.  I  consider  that  the  protection  m  the  Victorian 

Life  Assurance  Companies'  Act  a  very 
fair  one.  I  consider  the  maximum  pro- 
tection should  be  ;£  1,000. 

7.  The  whole  sum.     This  is  now  the  case  in  the 

I.O.F.,  and  it  has  always  been  so. 
9.   See  answer  to  Question  104. 

10.  I  favour  the  provisions  made  under  Sections  4 

.    and  5  of  the  "  Life  Fire  and  Marine  In- 
surance Act  1902."    (New  South  Wales.) 

11.  See  reply  to  Question  104. 

12.  See  reply  to  Question  104. 

14.  ^2,000.     But  it  should  be  proved  that  the  as- 

sured was  solvent  when  the  policy  was 
issued. 

15.  The  provisions    of    the    Life    Assurance  Com- 

panies' Act  1889  of  Western  Australia 
are  ample: — Policies  protected  after 
two  years  without  limit  as  to  amount. 
Premiums,  with  5  per  cent,  simple  in- 
terest, only  available  for  creditors  in 
event  of  death  within  three  years.  Pre- 
miums must  be  payable  during  lifetime  of 
assured,  or  during  ten  years  at  least,  and 
they  must  be  payable  by  equal  instal- 
ments at  intervals  of  not  more  than  a 
year. 

16.  If  protected  at  all,  I  would  say  ;^2,ooo,  con- 

ditional, however,  on  the  assurances  hav- 
ing been  effected  some  time  before  an  act 
of  bankruptcy. 
i6a.  £soo. 
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Section  XXI.  Separation  of  Accounts  and 
Funds. 

Question  io6. 

Do  you  consider  that  the  separation  of  accounts 
and  funds  is  desirable,  as  provided  in  the 
English  Act  of  1870,  which  requires  the 
keeping  of  separate  accounts  of  the  life 
assurance  and  annuity  business  of  any 
company  carrying  on  such  business  in  con- 
junction with  other  forms  of  assurance, 
such  as  fire,  marine,  &c. 

Replies. 

1.  Yes. 

2.  Yes. 

3.  Yes. 

4.  Yes. 

5.  Yes. 

6.  Yes. 

7.  Yes. 
9.  Yes. 

11.  Yes. 

12.  Yes. 

13.  The  company  being  solvent  or  insolvent,  and  its 

gross  funds  being  responsible  for  its  gross 
liabilities,  the  separation  of  account  is  im- 
material. 

14.  Yes. 

15.  Yes. 

16.  Yes.      Not  only  desirable,  but  necessary.      It  is 

also  highly  desirable  that  Ordinary   and 
Industrial    Insurance   expenditure   should 
be  separated  as  far  as  possible. 
I 6a.  Yes. 


Question  107. 

If  so,  do  you  consider  that  the  accounts  and  funds 
connected  with  capital  redemption  assur- 
ances (which  have  no  connection  with  life 
contingencies)  should  also  be  shown 
separately  ? 

Replies. 

1.  Not  familiar  with  this. 

2.  No. 

3.  Yes. 

4.  Capital  Redemption  Assurances  are    simply    a 

form  of  endowment.  If  adequate  re- 
serves are  held  by  a  company  I  see  no 
reason  for  showing  them  separately.  The 
only  risk  of  loss  in  connection  with  them 
is  depreciation  of  the  securities  in  which 
the  reserves  are  invested,  and  this  risk  of 
loss  attaches  equally  to  the  sucurities  in 
which  the  reserves  of  the  Life  Assurance, 
Endowment,  and  Annuity  business  are  in- 
vested. Capital  Redemption  Assurances 
are  entirely  different  from  Fire  and 
Marine  risks,  and  do  not  expose  a  com- 
pany to  sudden  unforeseen,  and  heavy 
losses.  So  fax  as  I  am  aware,  very  little 
Capital  Redemption  business  is  transacted 
in  Australia,  and  I  see  no  reason  for  re- 
quiring the  business  to  be  shown 
separately. 
5-  Yes. 

6.  No.     The  insurances  referred  to  are  of  a  suf- 

ficiently cognate  character  to  be  included 
with  the  accounts  and  funds  of  the  ordin- 
ary life  assurance  business. 

7.  Yes. 


9.  Capital  redemption  assurances,  though  not  life 
assurance,  fall  within  the  province  of  the 
actuary  for  the  calculation  of  rates  of 
premium  and  reserves,  and  are  capable  of 
as  exact  valuation  as,  say,  the  Endowment 
portion  of  Endowment  Assurances.  If 
the  funds  of  the  ofiice  be  liable  for  busi- 
ness, there  would  be  no  need  to  separate 
the  accounts  and  the  funds  for  this  par- 
ticular class.  Provision  should,  however, 
be  made  to  separate  the  liabilities  in  the 
Valuation  Schedule.  There  is  not  the 
same  necessity  as  there  is  for  the  separa- 
tion of  Fire  or  Marine  Insurance  from 
Life  Assurance,  for  those  businesses  are 
essentially  dissimilar.  Life  Assurance 
claims  can  be  forecasted  with  almost  ac- 
curacy, but  not  so  Fire  claims,  for  a  large 
conflagration  in  one  year  constituting 
almost  a  national  disaster,  may  fall  very 
heavily  on  a  Fire  fund.  It  is  appro- 
priate, therefore,  that  Life  and  Fire 
funds  should  bear  their  own  losses,  and 
that  in  an  office  transacting  the  two  busi- 
nesses they  should  be  separate.  It  would 
be  a  mistake  to  combine  the  funds.  Such 
a  necessity  does  not  exist  in  Capital  Re- 
demption Assurances.  In  fact,  it  is  bet- 
ter that  the  actuary  should  deal  with  this 
class  of  contracts,  and  that  means  they 
should  be  included  in  the  Life  branch. 
If,  however,  separation  be  insisted  on,  it 
will  mean  that  the  office  must  be  very 
careful  in  drawing  its  prosjDectus,  lest  the 
impression  be  conveyed  that  the  Life 
funds  are  in  some  way  liable.  Some 
offices  might  be  prevented  from  doing  the 
business.  The  question  of  separating  the 
expenses  would  arise,  since  the  Life  As- 
surance organization  would  no  doubt  do 
the  work  in  connection  with  this  class  of 
assurance.  On  the  whole,  I  do  not  think 
anything  is  to  be  gained  by  the  separa- 
tion. Very  little  of  the  business  is  done 
in  Australia. 

11.  The    amount    of    capital    redemption  business 

transacted  is  so  small  that  I  do  not  think 
it  necessary  to  publish  separate  accounts. 
The  business  might  easily  be  shown 
separately  in  the  valuation  schedules;  in- 
deed, I  think  most  comfwnies  do  show  it 
separate. 

12.  Yes. 

13.  Yes. 

14.  Yes,  and  this  should  apply  to  Children's  En- 

dowment policies,  with  a  return  of 
premium. 

15.  Yes;  but  practically  the  business  is  unknown  in 

Australia. 

16.  This  class  of  business  is  hardly  known  in  this 

country. 
i^A.   No.     So  far  as  I  am  aware  there  is  not  at 
present  sufficient  of  this  business  in  Aus- 
tralia to  make  it  worth  while. 


Section  XXII. — Periods  for  Furnishing 
Returns. 


Question  108. 

At  what  intervals  do  you  consider  that  returns  of 
life  assurance  companies'  business  should 
be  furnished  to  the  Government? 
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Replies. 

1.  Three  years. 

2.  For  different  returns,  different  intervals. 
Revenue  account,  twelve  months. 

AotuariaJ  report,   and  so  on,   as  frequently  as 
valuation  is  published. 

3.  The  accounts  yearly,  and  the  valuation  returns 

triennially. 

4.  The  revenue  account  and  balance-sheet  is  fur- 

nished  annually.       When    the    actuarial 
valuation  is  annual,  or  when  it  is  trien- 
nial, the  valuation  returns  are  furnished 
triennially.     They  are  furnished  at  quin- 
j        quennial    intervals    when    the    actuarial 
a        valuation  is  a  quinquennial  one.     I  think 
^        these  arrangements  are  adequate. 

5.  Yearly. 

6.  Annually  for  accounts  and  balance-sheets,  a^id 

not  less  frequently  than  quinquennial  ly 
for  valuation  returns. 

7.  Yearly. 
9.  Annually. 

11.  One  year  for  Ordinary  statements  of  account. 

Any  prescribed  period  up  to  five  years 
for  valuation  statement. 

12.  The  financial  returns  should  be  furnished  once 

a  year,  but  none  of  the  details  of  valua- 
tion should  be  required  oftener  than  once 
in  every  three  years.  We  make  an  an- 
nual valuation,  but  it  is  by  a  different 
method  to  that  required  by  the  returns 
in  Britain  and  in  Australia,  and  the 
latter  therefore  calls  for  a  very  great 
amount  of  labour  on  our  part. 

13.  There  could  be  no  objection  to  annual  balance- 

sheets  being  supplied,  but  actuarial  re- 
ports could  only  be  supplied  at  intervals 
of  one,  three,  or  five  years,  according  to 
the  practice  of  the  office. 

14.  Revenue    account    and    balance-sheet    annually. 

Valuation  report  quinquennially. 

15.  Annual  accounts  and  statistics,   and  quinquen- 

nial valuation  returns. 

16.  Annually. 

i6a.  The   periods   fixed   by   the  existing   Victorian 
Statutes  seem  satisfactory. 


Section  XXIII.— Legislation,  etc. 


Question  109- 

{a)  Has  the  English  insurance  legislation,  or  any 
modification  thereof,  been  adopted  in 
any  of  the  Commonwealth  States  In 
which  your  company  transacts  business? 
(Furnish  particulars'  for  each  State.) 

{b)  If  not,  do  you  know  of  any  objections  to  its 
introduction  ? 

(c)  What  is  the  nature  of  the  modifications,  if 
any,  referred  to  in  {a)  above? 

Re  flies. 

1.  (a)  This  company  has  issued  all  policies  from 

Victoria. 
{b)  See  reply  to  (a). 

2.  {a)  Yes.     Both  the  Queensland  Act  (1901)  and 

the  Victorian  Act  (1890)  are  apparently 
based  upon  English  legislation.  (Life 
Assurance  Act,  1870.) 
{c)  There  are  many  modifications,  but  few  of 
them  are  of  great  importance,  only  hav- 
ing been  made  to  suit  local  conditions. 


3.  (a)  Yes,   in  all  the  States  except  New  South 

Wales  the  English  legislation  has  been 
adopted,  with  certain  modifications,  the 
nature  of  which  is  briefly  indicated  under 
heading  (c)  of  this  answer. 
(*)  In  New  South  Wales,  the  only  State  which 
has  not  adopted  such  legislation,  I  know 
of  no  objection  to  its  introduction, 
(c)  In  the  revenue  accounts  provision  is  made 
for  the  separation  of  "  Premiums  re- 
ceived "  into  new  premiums  and  renewal 
premiums,  and  commission  into  the 
amounts  paid  for  new  and  renewal  busi- 
ness separately.  The  balance-sheet  in 
most  of  the  States  requires  the  assets 
held  in  the  State  to  be  specified 
separately  from  those  held  elsewhere. 
In  the  valuation  schedules  the  information 
required  by  the  English  Act  has  been 
somewhat  amplified  in  the  South  Austra- 
lian and  West  Australian  Acts,  by  re- 
quiring more  detailed  information  as  to 
the  method  of  classifying  policies  for 
valuation,  and  as  to  the  valuation  ot 
policies  on  rated-up  lives,  and  also  by 
requiring  specimens  of  net  premiums 
actually  valued.  The  Victorian  Act  re- 
quires separate  particulars  and  a  separate 
valuation  of  the  policies  in  force  in  Vic- 
toria. In  the  South  Australian  and 
West  Australian  Acts  the  provision  of  the 
English  Act  as  to  the  "  Total  premiums 
received  from  the  commencement "  on 
all  policies  other  than  ordinary  whole- 
life  has  been  extended  to  include  all 
classes  of  policies. 
The  various  Acts  also  require  full  par- 
ticulars of  the  policies  issued  and  void 
each  year,  which  are  not  required  by  the 
English  Act.  A  return  is  also  required 
showing  the  total  business  issued  and 
total  discontinued  since  the  commence- 
ment of  the  company,  and  the  total 
existing  at  the  end  of  the  year  under 
each  class  of  business.  West  Australia 
requires  this  information  to  be  given  as 
regards  each  of  the  States  as  well  ?s 
"elsewhere." 
"  Protection  from  creditors  "  in  varying  de- 
grees is  afforded  by  the  several  Australian 
Acts,  though  this  is  not  a  part  of  the 
English  legislation. 
The  several  States  also  require  deposits  with 
their  respective  Governments  as  fol- 
lows : — 

Victoria  and  Tasmania,  £,SjO°o,  re- 
turnable when  the  Life  funds  reach 
_;^i5,ooo;  South  Australia,  ;£5,ooo, 
increasing  to  a  maximum  of 
;^2o,ooo ;  West  Australia,  ;£io,ooo, 
increasing  to  ^£20,000 ;  Queensland, 

;^I0,000. 

4.  (a)  'i'he  Acts  of  the   Parliaments  of  Victoria, 

Queensland,   South  Australia,  West  Aus- 
tralia,   and  Tasmania,    are  all   modelled 
on  the  British  Acts  of  1870-1872. 
The  Australian  Acts  are  as  follows: — 
Victoria. — 

Companies    Act    1890,     No.     1074, 
Part    III.      (Consolidated  Act  of 
1873.) 
Companies  Act  1900,  No.  1699. 
Companies  Act  1903,  No.  1886,  sec- 
tions 4  and  7. 
South  Australia — 

Life     Assurance     Companies      Act 
1882,   No.   277. 
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Married  Women's  Property  Act 
1883-4,  No.  300,  section  11. 

Life  Assurance  Companies  Amend- 
ment Act  1885,  No.  350. 

Policies  Protection  Act  1887,  No. 
417. 

Lost  Policies,    &'c.    Act   1889,    No. 

725- 
Tasmania — 

Life  Assurance  Companies  Act  1874, 

No.   6. 
Life  Assurance   Companies    Amend- 
ment Act  1885,  No.   21. 
Life   Assurance   Companies   Amend- 
ment Act  1889,   No.   18. 
The   Foreign    Companies   Act    1896, 

No.   17. 
Life    Assuratice    Companies    Amend- 
ment Act  1906,  No.   16. 
West  Australia — 

Life     Assurance      Companies      Act 
1889,   No.    12. 
Queensland — 

Life      Assurance      Companies     Act 
1901,  No.  20. 
New  South  Wales— 

Life  Fire  and  Marine  Insurance 
Act  1902,  No.  49.  Sections  4 
to  7  deal  with  protection  of 
policies  against  creditors;  8  to  10, 
Married  Women's  Property  Act 
conditions  J  11  to  13,  lost  policies. 
{b)  See  answer  to  109  {a).     New  South  Wales 

Act  is  very  incomplete, 
(c)  The  Victorian  legislation  is  the  most  com- 
prehensive, and,  comparing  it  with  the 
British  Acts,  it  is  found  that  the  1890 
Act  of  Victoria  practically  includes  the 
whole  of  the  British  Acts. 
The  principal  modifications  are  : — 

(i)  Initial  deposit,  jQZ'°°°'  instead  of 
_£2o,ooo,  and  returnable  when  accumu- 
lations of  premiums  amount  to  _;^i5,ooo, 
instead  of  jQ^o,ooo. 

(2)  The    British    Act    section    11    requires    the 

various  returns  to  be  supplied  to  policy- 
holders (and  shareholders)  on  application. 
The  Victorian  Act  makes  it  compulsory  that 
these  returns  should  be  forwarded  by 
post  or  otherwise,  section  353. 

(3)  The  British  Act  enjoins  the  Court  to  refuse 

to  sanction   an   amalgamation   if   policy- 
holders,    representing    one-tenth    of    the 
sums  assured  dissent,  section  14. 
The  Victorian  Act,  section  356,  requires  one- 
fifth, 

(4)  The  British  Act  prescribes  that  the  rule  for 

valuing  a  policy  (1872  Act,  First 
Schedule),  shall  apply  when  a  company 
is  being  wound  up. 
The  Victorian  Act  goes  further,  and  makes 
the  rule  (Schedule  23)  apply  where  appli- 
cation is  being  made  to  the  Court  to  wind 
up  a  company,  thus  making  the  rule 
a  standard  of  solvency,  section  367.  The 
rule  is,  however  (section  368)  "  a  rule  of 
Court,"  and  may  be  varied  in  terms  of 
section  157  of  the  1890  Act. 
The  new  clauses  in  the  1890  Act  are : — 

No.  336.   Method  of  registration. 

No.  337.  Details  of  registration. 

No.  340-1.   Provision  for  secured  assets. 

No.  342.  Secured  assets  reserved  for  Victorian 
liabilities. 

No.  343.  All  the  Victorian  assets  of  foreign 
company,  when  insolvent,  reserved  for 
Victorian  liabilities. 


No.  344.  Policies  and  receipts  to  state  whethei 
company  registered  with  or  without 
secured  assets  in  Victoria. 

No.  345.  Change  of  chairman  to  be  registered. 

No.  348.  Foreign  companies  to  return  Schedule 
XX.  showing  business  in  force  in  Vic- 
tooria  and   "  elsewhere." 

No.  369.  Protection  of  policies  against  credi- 
tors up  to  ;^i,ooo.  See  also  section  3 
of  1900  Act. 

No.  370.  Probate,  &c.,  may  be  dispensed  with 
in  claims  by  death  up  to  ;£ioo — now 
;£,'2oo  and  bonuses  (see  section  4  of  1900 
Act). 

No.  371.  Statutory  form  of  assignment  (see 
also  section  5  of  1900  Act). 

Ko.  ^T2.  Assignment  by  way  of  mortgage  or 
trust  to  be  effected  by  deed  of  defeasance 
or  declaration  of  trust  by  separate  in- 
strument, and  company  not  bound  by  ex- 
press, implied  or  constructive  notice  of 
mortgage  or  trust. 
Modified  by  section  6  of  1900  Act. 

No.  374-5.  Policies  may  be  transferred  to  and 
from  the  Victorian  Register. 

No.  376,  374-375,  retrospective. 

No.  377.  Mode  of  transfer  to  be  prescribed  by 
company. 

No.  378.  Policies  transferred  to  Victorian  Re- 
gister to  be  Victorian  liabilities. 

No.  379.  Similar  in  effect. 

No.  380.  Regulations  for  issue  of  special  policy 
when  the  original  policy  is  lost  (see  also 
section  7  of  1900  Act). 
The  main  provisions  of  the  1900  Act  are :  — 

No.  3.  Substituting  a  new  clause  for  section 
369  of  1890  Act,  enabling  a  policy- 
holder to  purchase  from  his  trustee  in 
insolvency  policies  of  less  than  two 
years'  duration  at  not  more  than  the 
premiums  paid.  Also  barring  the  opera- 
tion of  the  customary  clause  in  a  will : 
"  after  payment  of  all  my  just  debts, 
&c.,"  from  rendering  policies  otherwise 
protected  from  becoming  liable  for  the 
claims  of  creditors.  (See  also  section  4 
of  1903  Act,  No.  1886). 

No.  4.  Increasing  the  amount  exempt  from  pro- 
bate from  ;£ioo  (section  370,  1890  Act) 
to  ;^2oo  and  bonuses. 

No.  5.  Clearing  up  doubts  as  to  effect  of  re- 
gistration  of  transfers. 

No.  6.  Requiring  companies  to  take  note  of 
notice  of  trust,  and  permitting  them  to 
pay  into  the  Supreme  Court  when  they 
have  notice  of  trust. 

No.  7.  Additional  clause  regarding  lost  poli- 
cies. 

No.  8.  Adjustment  of  errors  in  stating  age  of 
policy-holder. 

No.  9.  Additional  information  required  re  net 
premiums  valued  in  answer  to  loth  ques- 
tion of  2ist  Schedule,   1890  Act. 

No.  18.  An  ineffective  provision  as  to  assess- 
ment companies. 

7poj  Act. 

No.   4.  An  extension  of  clause  3  of  the   1900 
Act,     making    it    apply    to    endowment 
assurance   as  well   as  to  whole    of    life 
policies. 
Herewith  I  submit  a  statement  showing : — 

On  pages  i  to  4,  the  clauses  of  the  British  Acts 
of  1870  and  1872,  and  alongside  of 
them  the  corresponding  clauses  of  the 
Victorian   1890  Act. 
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Pages  5  to  8,  the  clauses  in  the  1890  Act  not 

in  the  British  Acts. 
Pages  9  to  15,  the  new  clauses  in  the  Victorian 

1900  Act. 

Page  16,  clause  4  of  the  Victorian  1903  Act. 
The    legislation    in    the   other    Australian    States 
has  to  a   large  extent   followed   that   of  Victoria. 
There   are   various   modifications   of   the    Victorian 
legislation,  viz.  : — 

Deposits. 

Tasmania. — ;^S,ooo  returnable  as  in  Victoria, 
but  now  modified,  section  5  of  1889 
Act. 

South  Australia. — .£,S,ooo,  rising  to  _^2o,ooo, 
not  returnable. 

Western  Australia. — ^;^io,ooo,  not  returnable. 

Queensland. — ^;^io,ooo,    not   returnable. 

Safe  Custody  of  Deeds  by  Government. 

South  Australia,  Queensland,  and  Western  Aus- 
tralian Acts  have  clauses  providing  for  this. 

New    Schedules     showing     New     Business,     Void 
Business,    Existing   Business. 

See  South  Australia,  Schedule  5  of  1882  Act. 
Western  Australia,  Schedule  5  of  1889  Act. 
Queensland,  Schedule  6  of  1901  Act. 

Actuary. 

South  Australia. — Section  19  of  1882  Act  re- 
quires actuary  to  be  approved  of  by 
Public  Trustee. 

Queensland. — Section  12  of  1901  Act  requires 
him  to  be  approved  of  by  Governor-in- 
Council. 

General  Agent. 

South  Australia. — Section  25  of  1882  Act  re- 
quires the  appointment  of  a  general  agent 
up)on  whom  process  may  be  served. 

Western  Australia. — Section  25  of  1901  Act  re- 
quires the  appointment  of  a  general  agent 
upon  whom  process  may  be  served. 
Similar  provision  is  made  in  the  foreign  Com- 
panies' Acts  of  Tasmania  and  Queens- 
land. 

Probate  is  not  Necessary  for   Small  Policies. 

Victoria. — ;£2oo  and  bonuses,  section  4  of  1900 

Act. 
Queensland.- — ;^3oo  and  bonuses,  section  39  of 

1 90 1  Act. 

South  Australia. — ;^2oo,   section    62    of    1882 

Act. 
Tasmania. — ;£25o,  section  39  of  1874  Act,  and 

section  3  of  1889  Act. 
Western  Australia. — ;£2oo  and  bonuses,  section 

61  of  1901  Act. 

Protection  of  Policies  Against  Creditors. 

Victoria. — ^;^i,ooo,   section  369  of  1890  Act. 
New  South  Wales. — ^200  to  _;£2,ooo,  sections 

4,  5  and  7  of  1902  Act. 
Queensland. — Unlimited,    section    18    of    1901 

Act. 
South    Australia. — ,£2,000,   section  4  of   1887 

Act. 
Tasmania. — ^;^i,ooo,  sections  4  and  5  of  1885 

Act. 
Western    Australia. — ;£20o  to  ;£2,ooo,    section 

33  of  1889  Act. 
For  details  see  these  Acts. 
New  South  Wales  and  Western  Australia  pro- 
tect annuities  up  to  ;^i04. 


Surrender  Values. 

South  Australia. — Section  47  of  1882  Act  re- 
quires a  company  to  declare  the  surrender 
value  at  which  it  becomes  bound  to  ac- 
cept its  policies. 

Western  Australia. — Section  47,  of  1889  Act,  re- 
quires a  company  to  declare  the  surrender 
value  at  which  it  becomes  bound  to  ac- 
cept its  policies. 

South  Australia. — Section  47  and  Queensland, 
section  22,  require  that  no  policy  shall 
lapse  to  the  company  so  long  as  the 
premiums  and  interest  in  arrear  are  not 
in  excess  of  the  surrender  value. 

Penalty  for  Falsifying  Returns  Varies. 
Act  to  be  Complied  With. 

Western  Australia. — Section  66  makes  it  the 
duty  of  Colonial  Treasurer  to  secure  the 
due  observance  of  the  provisions  of  the 
Act. 

South  Australia. — Section  67  makes  it  the  duty 
of  Public  Trustee  to  secure  the  due  ob- 
servance of  the  provisions  of  the  Act. 
Queensland  has  a  few  special  clauses  which  are 
not  in  any  of  the  other  Acts. 

No.  20.   Minors  of  16  may  effect  policies. 

No.  21.  Throws  on  company  the  onus  of  dis- 
proving age  of  policy-holder  when  policy 
three  years  in  force. 

No.  23.  Extends  days  of  grace  when  these  finish 
on  a  Sunday  or  a  bank  holiday. 

No.  25.  Industrial  policies  not  to  be  forfeited 
except  after  certain  notice  given. 

No.  40.  Companies  may  pay  into  Court  when 
no  sufficient  discharge  is  obtainable. 

No.  41.  Assignments  must  be  registered  within 
60  days. 

No.  45.  All  policies  on  the  Queensland  Register 
are  subject  to  the  laws  of  Queensland. 
Apart  from  the  new  clauses  in  the  Australian  Acts 
the  most  important  differences  are  in  the 
schedules. 

New,    Void,    and  Existing  Business. 

South  Australia. — 5th  Schedule. 
Western  Australia. — 5th  Schedule. 
Queensland. — 6th  Schedule. 
Tasmania. — 7th  Schedule. 
Victoria. — 20th  Schedule. 

Revenue  Account. 

South     Australia,      Western      Australia,      and 
Queensland  require  the  amount  of  com- 
mission  on  new   premiums   to  be   stated 
apart  from  that  on  renewal  premiums. 
New  South  Wales  has  no  proper  Life  Assurance 
Act,   but  apart  from  New   South  Wales 
all  the  States  require  the  revenue  account 
to  state  the  number  of  new  policies,  new 
sums  assured,   and  new  annual  premium 
income,   and  to  show  the  new   premium 
revenue  for  the  year. 
All   the   States  require   a   detailed   statement    of 
expenses  of   management,    but   the    required    sub- 
division is  not  specified. 

Balance  Sheet. 

In  each  State  the  balance-sheet  must  show  the 
assets  in  that  State  and  "  elsewhere."  The  items  do 
not  differ  materially  from  those  in  the  1870  Act 
schedules. 
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Valuation  Schedules. 

The  5th  Schedule  of  the  1870  Act  is  amplified 
as  follows  : — 

Question  2  of  1870  Act.       From  South  Australian, 
Western  Australian,  and  Queensland  Acts. 

(a)  Were    the    policies    valued    individually    or 

in  classes  ? 

(b)  If   in   classes  how    was   the   valuation    age 

determined  ? 

(c)  What  portion  (if  any)  of  a  year's  premium 

was  assumed  to  be  due? 

(d)  Were    lives     assured     at     increased     rates 

assumed  to  be  of  the  age  at  entry  corre- 
sponding to  the  pxemium  charged?  If 
not,  how  were  they  dealt  with. 

JVew  Question  in  sth  Schedule  of  1870  Act.  From 
Victorian,  South  Australian,  Queensland,  and 
Western  Australian  Acts. 

By  what  table  of  mortality,  and  according  to 
what  rate  of  interest  have  the  net  premiums  been 
valued?  Give  specimens  of  the  net  premiums 
valued  under  the  whole  life  and  endowment  assux- 
ance  policies.     (Schedule  to  be  filled  up). 

New  Question  in  ^ih  Schedule  of  1870  Act.     From 
Western  Australian  and  Queensland  Acts. 

Give  particulars  as  to  how  the  "  loading "  on 
single  premium  and  limited  premium  policies  has 
been  adjusted  to  provide  for  future  expenses  and 
profits. 

NcTV  Question  in  Sth  Schedule  of  1870  Act.  From 
South  Australian,  Queensland,  and  Western  Aus- 
tralian Acts. 

The  principles  upon  which  the  distributicMis  of 
profits  are  made. 

New  Question  in  5th  Schedule  of   1870  Act  from 
Queensland  Act. 

Specimens  of  bonuses  on  endowment  assurance 
policies  maturing  at  60. 

In  the  large  schedule  setting  forth  the  details  of 
the  policies  to  be  valued,  and  the  valuation,  the 
Acts  of  South  Australia,  Queensland,  and  Western 
Australia  require  the  bonuses  to  be  stated  separately, 
and  they  also  require  the  net  yearly  premiums  to 
te  stated  and  valued.  The  1870  Act  allows  bonuses 
to  be  included  in  sums  assured,  and  requires  the 
net  yearly  premiums  to  be  stated,  if  ascertained, 
and  their  value  to  be  stated,  if  commuted. 

Victoria  and  Tasmania  require  the  totals  of  the 
principal  valuation  schedule  (No.  7,  XXtst 
Schedule  of  1890  Act,  Victoria),  to  be  subdivided 
into  "  in  Victoria  "  or  "in  Tasmania,"  and  "else- 
where. ' ' 

Sixth  Schedule  of  1870  Act. 

South  Australia  and  Western  Australia  require  a 
statement  of  the  premiums  received  under  whole 
of  life  ix>licies,  in  addition  to  a  statement  of  the 
premiums  received  under  special  policies. 

Queensland  dispenses  with  a  statement  of  pre- 
miums  received   under   any   policies. 

New  Question  from  Queensland  Act. 

A  statement  of  the  manner  in  which  the  average 
rate  of  interest  has  been  computed. 

South  Australia,  Western  Australia,  and  Queens- 
land specify  the  H"  Table  instead  of  the  Seven- 
teen Offices  Table  in  the  rule  for  valuing  a  policy. 

Queensland  specifies  English  Life  Table  No.  III. 
for  industrial  policies. 

F.5332. 


(Queensland  provides  that  the  amount  of  the  con- 
sideration money  shall  be  specified  in  the  transfer 
of  a  policy  by  way  of  assignment. 
5-  (fl)  No. 

(*)  Na      English  insurance  legislation  has  re 
gard  for  assured  and  assurer. 

6.  {a)  All  colonial  legislation  has  been  based  upon 

the  English  assurance  legislation.  The 
following  Life  Assurance  Acts  in  force 
in  the  Commonwealth  disclose  how  close 
the  adoption  has  been:  — 

Victoria — Life    Assurance    Companies 

Act  1900. 
New  South  Wales — Act  to  protect  and 
encourage   Life   Insurances,    1862. 
.    Lost  Policies  Act  1895. 
Queensland  —  Life     Assurance     Com- 

panies  Act  1901. 
South  Australia — 

Life      Assurance      Companies      Act 

1882. 
Policies    Protection    Act    1887  ;    and 
Lost  Policies  Act   1889. 
Western  Australia^ 

Life      Assurance      Companies      Act 

1889;   and 
Life      Assurance      Campaniles      Act 
Amendment  Act  1905. 
Tasmania — 

Life     Assurance      Companies     Act 

1874. 
Amendments  Acts   1885,    1889,    and 
1906. 
{b)  I  see  no  objection  to  its  introduction  in  any 

State  where  it  is  not  in  existence, 
(c)  The  principal  modifications  are  : — Protec- 
tion of  policies  from  creditors;  rules  in 
connexion  with  assignments  of  policies; 
issue  of  a  fresh  policy  in  lieu  of  a  lost 
one ;  provision  for  payment  of  claims 
without  probate  or  letters  of  adrainistra. 
tion ;  and  provision  for  assurance  on  the 
lives  of  minors. 

7.  (a)  Yes,    in    each     State    except    New    South 

Wales. 

{b)  No. 

{c)  I  am  unable  to  specify  the  nature  of  the 
modifications,  but,  generally  speaking, 
the  Acts  are  based  on  the  English  Act 
of  1870. 
9.  With  the  time  at  our  disposal  we  are  unable 
to  deal  with  these  quesitions,  as  their  im- 
portance demands  especially  comprehen- 
sive treatment,  and  we  think  that  if  the 
matter  were  submitted  to  the  Life  Offices 
Association  for  a  combined  representa- 
tion, useful  suggestions  might  be  made.* 

10.  (a)  With    some   slight   modifications   the    Eng- 

lish insurance  legislation  has  been 
adopted  by  all  the  Commonwealth  States 
■"  with  the  exception  of  New  South  Wales. 
{c)  The  amount  of  deposit  required  is  smaller, 
and  there  are  some  slight  modifications 
in  connexion  with  the  returns  required, 
etc. 

11.  (a)  Yes,  in  all  except  New  South  Wales. 
{b)  No. 

12.  These  questions  are  intended  evidently  for  the 

Australian  companies. 

13.  (a)  We  are  in  New  South  Wales  only. 
{b)  No. 

14.  (a)  No. 
{b)  No. 

15.  {a)  Yes,    in    all    States  of   the   Commonwealth 

except  New  South  Wales. 

*  See  pp.  134-6. 
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1 6.  {a)  Yes.  In  all  States  except  New  Souih 
Wales  we  axe  required  to  furnish  returns 
to  each  State  separately,  often  giving 
the  same  information  in  different  forms. 
In  one  State  we  are  not  only  compelled 
to  make  a  single  set  of  returns,  but  must 
print  them  on  specified  paper  in  a  par- 
ticular way.  Legislation  that  repeals 
the  many  troublesome,  harassing,  and 
expensive  conditions  under  which  busi- 
ness is  conducted  in  the  different  States 
of  the  Commonwealth  will  be  welcome. 

{b)  No. 

(c)  See  reply  to  {a). 
i6a.  {a)  A  comparison  of  the  English  Act  with  page 
732,  vol.  24  (1900),  of  the  Australasian 
Insurance  and  Banking  Record  will  give 
the  whole  of  this  information  as  suc- 
cinctly as  it  can  be  given. 

{b)  No. 

{c)  See  answer  to  question  109  {a). 


Question  no. 

Have  you  any  suggestions  to  make  in  respect  to 
the  amending  of  the  insurance  law  of 
any  of  the  States  of  the  Coinmonwealth, 
in  which  your  company  transacts  busi- 
ness? 

(In  your  reply  please  indicate,  where  possible,  by 
the  corresponding  number  the  particular 
sections  of  this  inquiry  to  which  such 
amendments  would  relate). 

Replies. 

1.  I  have  no  such  suggestion. 

2.  The  principal  amendments  required  are  such  as 

will  secure  uniformity.  I  give  details  be- 
low of  a  few  matters  which  have  come 
specially  under  my  notice,  and  which  I 
would  like  to  see  amended. 

New  South  Wales  Fire  Life  and  Marine  Insurance 
Act  1902. 

Part  III.  refers  to  lost  life  policies,  but  as  it 
does  not  differentiate  between  Ordinary 
end  Industrial  policies.  Industrial  policy- 
holders are  penalised.  Persons  paying  3d. 
or  6d.  weekly  will  not  spend  several  shil- 
lings in  advertising  the  loss  of  a  policy. 
Industrial  companies  should  be  em- 
powered to  issue  duplicate  or  special  poli- 
cies upon  such  evidence  as  they  deem 
satisfactory. 

Queensland  Life  Companies  Act  1901. 

Part  2,  clause  21,  provides  that  after  a  policy 
has  endured  for  three  years  the  burden 
of  proof  that  age  of  assured  was  not  cor- 
rectly stated  rests  on  the  company.  (See 
Question  90  herein.)  This  is  not  an 
equitable  arrangement. 

Part  {a),  clause  25,  provides  that  notice  of  the 
lapse  of  an  Industrial  policy,  if  not  served 
personally,  be  sent  by  registered  letter. 
Inmy  opinion  proof  of  posting  by  ordi- 
nary post  should  be  sufficient. 

Clause  25. — Definition  of  an  Industrial  policy 
could  be  improved.  It  might  read  "  a 
policy  upon  which  the  premiums  are  con- 
tracted to  be  received  weekly." 


Part  3,  clause  44,  requires  the  loss  of  a  policy 
to  be  advertised  in  Government  Gazette 
as  well  as  in  two  newspapers.  The 
Gazette  advertisement  is  of  no  value  to 
the  assured,  and  he  might  well  be  spared 
that  expense. 

Victoria  Companies  Act,  Part  III. 

Clause  380,  referring  to  lost  policies,  does  not 
differentiate  between  Ordinary  and  Indus- 
trial policies,  and  consequently  the  In- 
dustrial policy-holder  is  penalised,  as  in 
New  South  Wales. 

3.  Apart   from  the  unimportant   variations  in  the 

Acts  of  the  various  States,  which  entail 
in  the  oflSces  much  needless  trouble  and 
expense,  the  only  serious  objection  which 
I  have  is  to  the  section  in  the  Queens- 
land Act  requiring  the  age  to  be  admit- 
ted without  proof. 
The  accuracy  of  the  age  of  a  proponent  is  at 
the  very  foundation  of  life  assurance,  and 
the  proponent  is  the  only  one  who  can 
prove  it. 

4.  I  have  a  number  of  suggestions  to  make  in  re- 

spect to  the  insurance  laws  of  the  States. 

The  laws  should  not  favour  one  section  of  the 
policy-holders  of  a  company  more  than 
any  other  section.  Vide  my  remarks  re 
deposits  section  X  of  these  questions  and 
my  remarks  re  secured  assets  vide  question 
70. 

The  returns  re  the  actuarial  valuation  should  be 
such  as  go  to  the  root  of  the  question,  and 
they  should  disclose  the  name  of  the 
actuary  who  has  made  the  valuation.  The 
actuary  should  be  required  to  sign  the  re- 
turns, to  certify  to  the  accuracy  of  the 
calculations,  and  to  state  that  the  prin- 
ciples upon  which  the  valuation  is  made 
are  approved  of  by  him.  When  a  quali- 
fied actuary  undertakes  the  responsibility 
of  his  report  and  valuation  in  this  way, 
very  little  detail  is  required  to  enable  an 
outside  actuary  to  tell  the  financial  posi- 
tion of  a  life  assurance  company. 

The  following  would  comprise  everything  that 
any  outside  Actuary  would  require  when 
trying  to  form  an  opinion  as  to  the 
financial  position  of  a  company  whose 
actuarial  valuations  were  on  the  basis  of 
pure  premiums  : — 

1.  A  statement  of   the   principles    fol- 

lowed (such  as  is  given  by  me  in; 
answer    to    Question    12)    coupled' 
0  with — 

2.  A  statement  of  the  principles  upcxi: 

which  the  profits  are  distributed 
(see  Question  33  of  this  set  of 
questions). 

3.  Returns  in  the  forms  prescribed  in 

the  Victorian   1890  Act,   Schedule 
XXI.,  questions  6  and  7,  viz.:  — 
Consolidated  Revenue  Account. 
Summary  and  valuation. 
Valuation  balance-sheet. 

4.  A  statement  as  to  the   rate  of  in- 

terest earned  (XXII.  Schedule,, 
question  6). 

5.  A  table  of  specimens  of    Surrender 

Values  (see  XXIInd  Schedule, 
question  10) ;  also— 

6.  TheXXIIIrd    Schedule  as  amended 

in  terms  of  my  suggestion  in 
answer  to  question  102  of  this 
document. 


131 


I  do  not  suggest  that  all  valuations  should  be 
pure  premium  valuations,  but  as  the  pure 
premium  method  of  valuation  is  a  recog- 
nised standard  method,  I  think  it  is  de- 
sirable that  when  a  different  method  of 
valuation  is  employed  the  Actuary's  Re- 
port should  be  explicit  in  its  description 
of  what  he  has  done.  Unless  it  is  so,  no 
outside  actuary  is  able  to  form  a  proper 
idea  of  the  financial  position  of  the  com- 
pany (so  far  as  its  liabilities  are  con- 
cerned). 

The  Consolidated  Revenue  Account  is  interest- 
ing but  unimportant. 

I  think  all  the  other  points  in  the  valuation 
schedules  of  the  Acts  of  Parliament  of 
the  various  States  are  mere  surplusage. 
They  serve  no  useful  public  purpose,  and 
they  lend  themselves  very  easily  to  some 
of  the  most  objectionable  practices  in  con- 
nexion with  the  business.  There  is  no 
form  of  return  which  I  have  any  objec- 
tion to  furnish  to  enable  the  statistics  of 
the  Commonwealth  to  be  full  of  interest, 
but  no  company  should  be  called  upon  to 
furnish  any  return  in  such  a  way  as  to 
enable  its  rivals  to  use  the  information 
so  disclosed  to  its  detriment.  I  am,  of 
course,  arguing  with  regard  to  a  company 
which  is  in  a  perfectly  sound  financial 
position.  If  it  is  not  in  that  position,  I 
would  ask  that  the  Government  official 
dealing  with  the  returns,  being  a  qualified 
one,  should  be  under  obligation  to  chal- 
lenge the  returns,  and,  if  necessary,  to 
call  upon  a  high  law  officer  of  the  Com- 
monwealth to  present  a  petition  to  the 
Court  for  the  winding-up  of  the  com- 
pany. 

For  the  reasons  stated,  I  object  to  the 
following  returns  : — 

South  Australia,  Schedule  V. ; 

Queensland,  Schedule  VI. ; 

West  Australia,   Schedule  V. ; 

Victoria,  Schedule  XXI.,  ques- 
tion 9,  part  3 ; 
and  similar  and  enlarged  returns 
in  the  Acts  of  all  the  States. 

This  last  question  is  taken  from  the  1870  Act, 
but  the  state  of  public  opinion  in  Britain 
has  prevented  the  information  being 
abused  as  it  has  been  in  Australasia- 
The  above  Schedule  V.,  South  Australia 
and  Western  Australia,  and  VI.,  Queens- 
land, are  purely  Australian  ones,  and 
they  also  have  been  responsible  for  serious 
abuses,  to  which  legislation  has  no  right 
to  subject  honestly  managed  an3 
thoroughly  solvent  companies. 

If  we  are  required  to  furnish  so  much  detail,  we 
are  entitled  to  expect  that  it  will  not  be 
possible  for  it  to  be  improperly  used  to 
our  detriment ;  that  is  to  say,  to  the  detri- 
ment of  our  policy-holders. 

If  it  be  considered  desirable  to  obtain  returns 
in  the  forms  prescribed  in  the  5th 
Schedule,  South  Australia  and  West  Aus- 
tralia, and  6th  Schedule,  Queensland,  I 
think  it  should  be  condensed.  It  serves 
no  useful  purpose,  and  it  causes  a  great 
deal  of  useless  work  and  expense  to  show 
endowment  assurances  separately,  as  is 
asked  for  in  the  6th  Queensland 
Schedule.       I   should  like  the  schedules 


to  be  abolished,  but,  failing  that,  the  fol- 
lowing returns  would  not  be  so  objection- 
able, and  it  would  supply  sufficient  infor- 
mation for  statistical  purposes. 


New  -policies  issued  by  the 

during  the  year 

ending 

In  the  Commonwealth — 

No.    OJ 
Polioiea. 

Sums 
Assured. 

Annual                  Single 
Premiumi.             Premlumf. 

Assurance 

Endowment 

Annuity 

Elsewhere — 

Ko  of 
Policies. 

Sums 
Assured. 

Annual               Single 
Premiumi.        Premiums. 

Assurance 

Endowment 

Annuity 

Policies  of  the 

existing  en  the 

In  the  Commonwealth — 

• 

No.  of 
rolicies. 

Sums 
Assured. 

Annual                    Sinjrle 
Premiums.              Premium!. 

Assurance 

Endowment 

Annuity 

Elsewhere— 

No.  of 
Policies. 

Sums 

Assured. 

Annual               Single 
Premiums.       Premiumi. 

Assurance 

Endowment 

Annuity 

Note. — I  object  very  strongly  to  the  improper 
uses  to  which  the  information  furnished  in  this 
return  is  put. 

I  think  it  desirable  that  a  balance-sheet  should 
show,  not  merely  properties  acquired  by  foreclosure, 
but  also  mortgages  in  connexion  with  which  the  comi 
pany  has  taken  possession  and  is  in  receipt  of  the 
rents.  Also,  that  when  a  distribution  of  profits  is 
made,  the  directors  should,  in  their  report  to  the 
policy-holders,  certify  that  they  have  taken  steps  to 
secure  a  safe  valuation  of  the  assets,  and  that  these 
are,  in  their  opinion,  well  secured  for  the  amounts 
at  which  they  appear  in  the  balance-sheet. 

The  clause  No.  18  in  the  1900  Act  dealing  with 
assessment  companies  failed  to  serve  the  purpose  for 
which  it  was  intended.  I  think  there  should  be 
some  provision  in  the  Act  prohibiting  any  company 
being  registered  as  a  life  assurance  company  when 
it  is  impossible  for  it  to  render  the  valuation  re- 
turns required  of  a  life  assurance  company,  and  to 
show  that  it  is  solvent.  When  tFe  Canadian  Assess- 
ment Company  (Independent  Order  of  Foresters) 
was  registered  as  a  life  assurance  company  the  valua- 
tion balance-sheet  showed  that,  on  the  basis  of 
valuation  on  which  its  liabilities  were  calculated  as 
a  life  assurance  company,  there  was  a  deficiency  of 
many  millions  of  pounds  sterling. 

It  should  not  be  possible  for  such  companies  to 
be  registered  as  life  assurance  companies. 

5.  No,  except  to  give  the  companies  the  power  to 
pay  small  claims  up  to,  say,  ;£25o,  without  letters 
of  administration  and  probate. 

6.  I  think  it  desirable  that  the  law  of  the  various 
States  of  the  Commonwealth  should  be  brought  more 
into  uniformity  with  regard  to  the  protection  afforded 
from  creditors  (s.s.  104-5).  The  annual  returns 
(s.  108)  might  also  be  greatly  simplified.  While 
the  returns  now  required  by  the  various  States  and 
the  Commonwealth  present  no  difficulty  to  a  society 
making  annual  valuations,  they  necessitate  a  great 
amount  of  fruitless  labour  in  the  case  of  societies 
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not  making  annual  valuations.  I  consider  that  the 
subdivision  of  business  into  totals  for  the  various 
States  of  the  Commonwealth,  and  into  various 
classes  of  assurance,  is  quite  unnecessary,  and  that 
it  would  be  sufficient  to  show  totals  for  business  "  In 
the  Commonwealth"  and  "Outside  the  Common- 
wealth," subdivided  only  into  "  Assurance  policies," 
"  Endowment  policies,"  and  "  Annuity  policies." 
7.  No. 

9.  See  reply  to  Question  109. 
J  2.  The  insurance  law  of  the  States  of  the  Com- 
monwealth should  be  uniform ;  or,  better 
still,  there  should  be  a  Federal  insurance 
law  to  avoid  unnecessary  expense  in  pre- 
paring returns  and  in  supervision. 

13.  Theinsurance  law  should  be  uniform  for  every 

State. 

14.  I  should  welcome  the  introduction  of  an  Act 

similar  to  the  English  one  in  New  South 
Wales,  with  power  to  a  responsible  body 
to  alter  some  of  the  minor  regulations  on 
good  cause  being  shown.  The  English 
Board  of  Trade  do  not  compel  com- 
panies tf)  show  "  total  premiums  received 
under  Endowment  Assurances  "  provided 
thev  publish  a  schedule  of  sums  assured 
and  bonuses  maturing  in  each  year,  and 
the  average  age  for  each  year  obtained  by 
Lidstone's  or  Manly's  methods. 

15.  To  amend  the  Constitution  of  the   Common- 

wealth to  enable  the  Commonwealth  Par- 
liament to  obtain  exclusive  powers  of 
legislation  dealing  with  insurance,  and 
thus  supersede  the  existing  State  Acts. 

16.  Yes.        I  hope  a  Federal  Act  will  shortly  be 

enacted  that  will  embrace  all  life  insur- 
ance matters  throughout  the  Common- 
wealth, and  that  all  State  Acts  and  Regu- 
lations will  be  repealed.  But  if  a  Federal 
Act  is  to  be  merely  an  addition  to  the 
existing  State  Acts,  our  last  condition  will 
be  worse  than  our  first.  Life  insurance 
income  and  funds  should,  like  Friendly 
Societies,  be  exempt  from  taxation,  especi- 
ally "  Mutual  "  insurance  of  an  Indus- 
trial character.  Ordinary  business  might 
be  defined  as  insurances  upon  which  pre- 
miums are  payable  at  quarterly,  or  longer 
intervals;  Industrial,  as  business  with 
premiums  payable  at  shorter  intervals 
than  quarterly.  There  is  such  a  wide  dif- 
ference between  the  two  classes  that  it 
is  doubtful  if  it  would  be  possible  to 
enact  satisfactory  regulations  in  a  single 
Act.  Rules  eminently  suitable  for  Ordi- 
nary would  be  impracticable  in  Industrial. 
In  considering  the  subject  it  should  be 
remembered  that  the  Industrial  premium 
averages  a  few  pence  and  the  amount 
assured,  say,  ^£20. 

Where  an  office  writes  both  Ordinary  and  In- 
dustrial business  an  honest  system  of  the 
allotment  of  expenses,  if  justice  is  to  be 
done  to  both  classes  of  policyholders,  is 
vital.  The  practice  of  this  society  is  as 
follows  : — 

All  items,  such  as  claims,  commission,  and 
medical  fees,  which  relate  definitely  to 
individual  cases,  are  at  once  placed  to 
the  debit  of  the  particular  department, 
where  the  expenditure  is  incurred.  Sal- 
aries and  rent  are  divided  in  proportion 
to  time  and  space  occupied ;  postages  and 
stationery  according  to  the  proportions 
found  by  analysing  sample  periods;  di- 
rectors' fees  and  advertising  in  equal 
shares. 


This  system  presents  no  difficulties  and  gives  a 
true   res-jlt  to  within   a   fraction   of   the 
exact  expenditure  of  each  department. 
1 6 A.  The  chief  modifications  which  are  desirable  are 
those  that  relate  to  industrial  insurance. 
This  necessity  arises  from  two  causes — 
(i)   the   existing    legislation    has    mostly 
been   framed  by   legislators  who  had   in 
their'mind's  eye  ordinary  life  insurance,  so 
that  whilst  the  existing  Acts  are  on  the 
whole    satisfactory    for    that    department 
of   the  business,   they   do  not   meet   the 
requirements  of    the    Industrial    Depart- 
ment.     (2)  The  better-off    classes  in  the 
community   (to  whom  naturally   most  of 
our   legislators  belong)   have   little   prac- 
tical  experience  of  industrial   life  insur- 
ance,  and  the    knowledge    gained    from 
published  statistics  misleads  them,  because 
those  statistics  contain  a  fundamental  fal- 
lacy  for  the  reason  set  forth  in  answer 
to  question  7  (b).      The    basic    principle 
underlying  any   legislation  for  industrial 
life  insurance  should  be  : — 
(i)  The  fifty  million  English-speaking 
policy-holders  of  to-day,    increas- 
ing at  the  rate  of  about   two   mil- 
lions annually,  represent  an  admir- 
able body  of  per.sons  practising  a 
characteristically  British,  business- 
like,   and,     on  the    whole,    suffi- 
ciently profitable  form  of  thrift.   It 
is  a  movement  of  national  import- 
ance, which  is  likely,  if  fostered, 
to  have  a  great  moral  significance. 

(2)  The  business  being  broad,  compre- 

hensive and  national  must  be  al- 
lowed to  expand  without  petty  re 
strictions.  In  dealings  of  this 
magnitude  there  will  be  some  bad 
work  done,  but  this  is  by  no  means 
typical  of  the  whole. 

(3)  Complicated   revenue   accounts   and 

statistical  returns  are  of  absolutely 
no  use  to  the  class  of  people 
reached  by  this  form  of  insurance. 
To  require  that  each  of  these 
policy-holders  should  be  served 
with  printed  returns  is  a  pure  waste 
of  money.  It  would  be  better  to 
insist,  for  the  sake  of  publicity,  on 
publication  in  newspapers  of  a  few 
broad  facts. 

(4)  It  must  be  borne  in  mind  that  a  per- 

son can  become  a  policy-holder  by 
the  payment  of  one  penny  only. 
As  an  example  of  how  this  fact 
can  be  overlooked  by  legislators  to 
the  detriment  of  the  companies,  I 
might  cite  the  Queensland  Act  of 
1 90 1.  This  requires  that  the  com- 
pany should  serve  on  each  policy- 
holder whose  policy  lapses  a  notice 
to  that  effect  by  registered  letter. 
It  follows  that  a  policy-holder  can 
for  one  penny  have  a  policy  issued 
to  him,  involving  the  use  of  a 
proposal  form,  a  specially  pre- 
pared policy,  and  the  setting  up 
of  at  least  twenty  different  entries, 
records,  and  accounts  in  the 
society's  books.  If  he  refuses  to 
pay  a  second  penny  the  societv  is 
required  to  spend  fivepence  in 
notifying  him  that  his  policy  has 
lapsed. 
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(5)  Industrial  insurance  recognises  that 

the  natural  channel  of  communica- 
tion between  the  office  and  the 
policy-holder  is  the  collector. 
Legislation  should  bear  this  fact  in 
mind,  and  also  that  a  policy- 
holder in  this  class  grasps  a  little 
personal  verbal  information  from 
the  collector  with  ease,  but 
derives  no  benefits  from  a  shoal 
of  printed  or  written  tabulated 
matter. 

(6)  Promptitude  and  simplicity  in  deal- 

ing with  policy-holders  are  the 
fundamental  necessities  of  this  vast 
business.  The  introduction  of 
complicated  routine  destroys,  to  a 
large  extent,  the  usefulness  of  the 
business.  For  example,  the  Com- 
monwealth Life  Insurance  Act  of 
1905  introduced  a  system  of  for- 
malism into  the  payment  of  infan- 
tile claims,  which  has,  and  could 
have,  no  advantage,  so  far  as  my 
experience  goes,  to  the  policy- 
holder, and  only  succeeds  in  de- 
priving the  thrifty  poor  of  one  of 
the  greatest  benefits  they  hope  to 
derive  from  their  thrift. 

(7)  On  the  whole  it  would  probably  be 

best  to  have  a  separate  Industrial 
Life  Insurance  Act  distinct  from 
the  Ordinary  Life  Insurance  Act, 
and  the  former  should  bear  in 
mind  that  the  business  quickly 
runs  into  millions  of  policies,  that 
the  handling  of  these  has  to  be 
adjusted  to  wholesale  and  rapid 
methods,  that  an  occasional  hard- 
ship arising  in  this  great  mass  of 
business  is  not  to  be  taken  as  tvpi- 
cal  of  the  whole,  that  on  the  whole, 
success  in  the  business  is  due  to 
its  meeting  the  public  wants,  and 
the  more  honorably  those  wants 
are  met  the  greater  the  success 
will  be.  Experience  in  the  busi- 
ness teaches  those  connected  with 
it  that  (putting  aside  the  excep- 
tions which  are  numerous  in  them- 
selves, but  only  a  small  fraction 
of  the  whole)  the  great  mass  of 
the  public  is  well  able  to  take  care 
of  its  rights,  and  to  discriminate 
between  one  office  and  another  in 
regard  to 'the  treatment  njeted  out 
to  policy-holders,  and  that  this 
fact  tends  (as  is  shown  by  the 
British  experience  compared  with 
the  American)  to  keep  the  business 
healthy  more  effectually  than 
whole  volumes  of  legislation. 


Question  in. 

(a)  Forward  complete  copies  of  your  proposal  and 
policy  forms,  and  of  any  other  forms 
which  either  expressly  or  by  implication 
constitute  part  of  the  contract  between 
your  company  and  the  person  assured. 
{b)  State  which,  if  any,  of  the  conditions  thereof 
you  consider  non-essential. 

Re-plies. 
I.  (a)  Policy    form,    proposal    form,    renewal    re- 
ceipt. 
{b)  None. 


2.  (<j)  Herewith. 
{b)  None. 

3.  {a)  Proposal  forms,  adult,  infantile,  table  F. 

Policies  Tables— A.,  J.,  AI.,  AI.  20,  JI. 

30,  JI  25,  JI  30.  JI  35,  JI  4S>  H  15, 

H  20,  I  15,  I  20,  Q.,  F.  _ 
By-laws.     Acts  of  incorporation. 

4.  {a)  (1)  Proposal  form. 

(2)  Policy  forms. 

(3)  Personal  statement  to  medical  examiner. 

(4)  Memorandum   and   articles  of   associa- 
tion. 

{b)  All  are  considered  essentiaL 

5.  (a)  Forwarded. 

6.  {a)  Copies  of  the  Society's    ordinary    proposal 

form,  personal  statement  and  policy  form 
are  attached. 
{b)  I  consider  all  the  conditions  essential.    The 
forms  embody  the  experience  obtained  in 
the  past  history  of  the  Society. 

7.  {a)  Herewith. 
{b)  None. 

8.  (a)  Having  ceased  to  transact  new  life  business 

we  have  no  forms. 

9.  (a)  Forms  of  policy,  prospectus,  proposal,  &c., 

are  annexed. 

(b)  None. 
10.  (a)  I  attach  hereto  copies  of  the  proposal  and 
policy   forms  now   in  use  by  this  Com- 
pany. 

{b)  None. 

13.  (a)  The  policy   form   constitutes  the  sole  con- 

tract— copy  hereto  attached.  Copy  of 
the  form  of  proposal  also  attached.  A 
copy  of  the  form  of  policy  now  being 
issued  in  this  country,  containing  a  con- 
testable clause  for  one  year,  together  with 
the  form  of  proposal  is  sent  herewith. 

14.  (a)  Enclosed  : — 

Industrial  Branch.  Ordinary     Branch. 

Proposal  forms.  Prospectus. 

Policy.  Proposal  form. 

Medical  report. 
Policy. 
{b)  In  the  ordinary  branch  proposal  some  of  the 
questions  are  to  be  withdrawn. 

15.  Schedule  of  Forms  and  Documents  Herewith. 

1.  Association's  Articles  of  Association,  3a,  b, 

c,  17a. 

2.  Rates  of  Mortality  bx  Moors  and  Day,   18 

and  23. 
-5.  Rates  of    Commission    (Industrial    Branch 
Staff),   61. 

4.  Rates    of    Commission    (Ordinary    Branch 

Staff),  61. 

Ordinary   Branch. 

5.  Policy  Forms — Whole  of  Life  and  Endow- 

ment Assurance  Tables,  445. 

6.  Policy  Forms,  Table  13. 

7.  Policy  Forms,  Table  18. 

8.  PoUcy  Forms,  Table  19. 

9.  Policy  Forms,  Table  20  and  21. 

10.  Annexure  to  N.S.W.  Public  Service  Poli- 
cies. 

I  r.  Annexure  to  Commonwealth  Public  Service 
Policies. 

12.  Proposal   Form — Whole  of  Life  and   En- 

downment  Assurance  Tables. 

13.  Proposal  Form,  Table  13. 

14.  Proposal  Form,  Table  18. 

15.  Proposal  Form,  Table  19,  20,  and  21. 

16.  Prospectus,  44*  and  88. 

17.  Prospectus,  Table  19. 

18.  Prospectus,  Table  22. 

19.  Prospectus,  Table  23. 
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Industrial  Branch. 

20.  Weekly  Policy  Form — Whole  of  Life  and 

Endowment  Assurance  Tables  54. 

21.  Weekly  Policy  Form,  Table  O. 

22.  Weekly  Policy  Form,  Table  V. 

23.  Weekly  Policy  Form,  Table  N. 

24.  Monthly  Policy  Form,  Table  P.  and  Q. 

25.  Proposal      Form — Weekly      and      Monthly 

whole   of   Life   and    Endowment   Assur- 
ance Tables. 

26.  Weekly  Proposal  Form,  Table  C. 

27.  Weekly  Proposal  Form,  Table  O. 

28.  Weekly  Proposal  Form,  Table  V. 

29.  Prospectus. 

30.  Medical  Report. 

{a)  These  are  forwarded  herewith  as  follows  : — 

1.  A  Proposal  Form. 

2.  A  Policy  Form. 


3.  A  copy  of  the  Articles  of  Associa- 
tion. 
{b)  I  and  2. 

This  Society  confines  itself  to  bare  essen- 
tials in  such  matters. 

3.  Having  been  adopted  a  number  of 
years  ago  might  possibly,  with  the  sanc- 
tion of  the  Court,  at  some  favourable 
time,  be  improved  upon  in  minor  points. 
I 6a.  (a)  Attached  are  proposal  and  examiner's  re- 
port, the  same  forms  being  used  both 
in  ordinary  and  industrial  departments. 
Also  Ordinary  Policy  Forms  and  In- 
dustrial Policy  Forms  and  Articles  of 
Association,  which  are  expressly  included 
as  part  of  the  contract,  also  Accident 
Proposal  Form  and  Accident  Policy. 
{b)  The  forms  have  all  been  reduced  to  a 
minimum  by  abolishing  anything  that 
might  be  considered  in  the  least  degree 
non-essential. 


APPENDIX  C. 


CORRESPONDENCE  WITH  LIFE  OFFICES'  ASSOCIATION. 


Royal  Commission  on  Insurance, 
Commonwealth  Statistical  Offices, 
"The   Rialto,"    Collins   Street, 
Melbourne,   17th  December,   1908. 


Sir, 


I  have  the  honour  to  inform  you  that  His 
Majesty,  through  His  Excellency  the  Governor- 
General,  and  on  the  advice  of  the  Federal  Govern- 
ment, has  been  pleased  to  appoint  Mr.  Justice 
Hood  and  Mr.  G.  H.  Knibbs  a  Commission  "  to 
inquire  into  and  report  upon  the  law  relating  to, 
and  the  methods  of  operating  Fire,  Life,  Indus- 
trial and  other  Insurances  in  Australia." 

They  understand  that  some  short  time  ago  a 
Committee  of  your  Association  made  a  critical 
examination  of  the  law  relating  to  Life  Assurance, 
and  considered  the  subject  generally  with  a  view 
to  suggesting  the  lines  which,  in  your  opinion, 
legislation  should  follow. 

I  am  instructed  to  inform  you  that  the  Commis- 
sioners would  feel  obliged  if  you  would  be  good 
enough  to  place  at  their  disposal  the  results  of 
your  deliberations. 

I  have  the  honour  to  be,  sir. 

Your  obedient  servant, 

(Sgd.)        CHAS.  H.  WICKENS. 

Secretary  to  the  Commission. 
fro  tern. 

B.   R.   Gelling,   Esq., 

Hon.    Secretary, 

Life  Offices'  Association, 
Citizens  Buildings,  Sydney 


The  Life  Offices'  Association  for  Australasia, 

Sydney,  20th  February,   1909. 

Charles  H.   Wickens,  Esq., 

Commonwealth  Statistical  Offices, 
"  The  Rialto," 

Collins  Street,  Melbourne. 
Sir, 

I  have  the  honour  to  acknowledge  your  letter  of 
the  17th  inst.,  and  to  inform  you  that  I  will  place 
a  copy  of  your  letter  before  each  of  the  members 
of  this  Association,  and  will  communicate  with  you 
again   as  early   as  possible. 

Meantime,  I  beg  to  thank  you  for  the  invitation 
to  this  Association  to  place  its  views  regarding  Life 
Assurance  legislation  before  the  Commissioners. 

I  have  the  honour  to  be,  sir. 

Your-  obedient  servant, 
(Sgd.)       B.    R.    GELLING, 

Hon.    Secretary. 


Sir, 


Royal  Commission  on  Insurance, 

Commonwealth  Statistical  Offices, 
"The  Rialto,"    Collins   Street, 
Melbourne,   22nd  December,   1908. 


I  have  the  honour  by  direction  to  acknowledge 
with  thanks  the  receipts  of  your  letter  of  19th 
inst.,  in  which  you  promise  to  bring  the  Commis- 
sioners' request  under  the  notice  of  your  Associa- 
tion, and  communicate  again  as  early  as  possible. 
T  have  the  honour  to  be,  sir. 

Your  obedient  servant, 
(Sgd.)         CHAS.  H.  WICKENS. 

Secretary  to  the  Commission. 
fro  tern. 
The  Hon.   Secretary, 

Life  Offices'  Association, 

c/o  Box  500,  G.P.O.,  Sydney. 
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The  Life  Offices'  Association  for  Australasia, 

Sydney,    19th  Decanber,    1908. 
The  Secretary  to  the 

Royal  Commission  on  Assurance, 

Commonwealth  Statistical  Offices, 
"The  Rialto," 

Collins  Street,  Melbourne. 
Sir, 

With  further  reference  to  your  letter  of  17th 
Derember  last,  I  now  beg  to  inform  you  that  at  a 
Conference  held  in  Sydney  under  the  auspices  of 
this  Association  on  the  28th  and  zgth  of  January 
last,  at  which  the  chief  officers  of  the  principal 
Life  Assurance  Societies  transacting  business  in 
Australia  were  present,  the  following  recommenda- 
tions were  agreed  to,  and  I  was  requested  to  pass 
them  on  to  the  Commission  as  embodying  the  views 
of  the  Conference  concerning  what  should  be  some 
of  the  provisions  of  a  Federal  Life  Assurance  Act. 

Deposits  with  Federal  Government. — That  an 
initial  deposit  of  ;^io,ooo  be  made  by  every  com- 
pany, to  be  increased  from  time  to  time  by  an 
amount  equal  to  25  per  cent,  of  the  excess  of  the 
Company's  receipts  over  disbursements  within  the 
Commonwealth  until  a  maximum  of  ;^ioo,ooo  has 
been  deposited. 

Such  deposits  to  be  in  the  form  of  Freeholds, 
Mortgages,   and  other  approved  securities. 

The  Company  to  have  the  right  to  withdraw  any 
deposit  on  substituting  securities  of  equal  value. 

All  deposits  to  be  liable  to  be  levied  upon  in 
satisfaction  of  a  Supreme  Court  judgment. 

Admission  of  Age. — That  the  Company  be  en- 
titled to  require  proof  of  age,  and  the  onus  of 
proof  to  rest  on  the  policy-holder. 

Over-statement  of  age  to  be  adjusted  by  return 
to  the  policy-holder  of  the  excess  premiums  paid. 

Under-statement  of  age  to  be  dealt  with  in  terms 
of  section  8  of  the  Victorian  Act  No.  1699,  but 
provision  to  be  made  that  in  the  case  of  Endow- 
ment Assurance  Policies  the  adjustment  shall  be  on 
the  basis  of  the  original  maximum  term  of  vears 
the  policy  had  to  run. 

Protection  from  Creditors.— Thai  protection  be 
extended  in  the  case  of  Assurance  to  an  amount  of 
;^2,ooo  of  the  sum  assured  with  bonuses  thereon, 
and  in  the  case  of  Annuity  to  an  amount  of  /^loo 
per  annum,  provided  that  in  any  case  the  creditors 
shall  have  a  claim  on  the  policies  in  an  amount 
equal  to  the  sum  of  the  premiums  paid  within  the 
last  three  years  prior  to  *he  date  of  insolvency. 

Lost  Policies. — That  the  provisions  of  the  Tas- 
manian  Act  No.   16  of  1906  be  adopted. 

Assignments. — That  the  provisions  of  New  Zea- 
land legislation  be  adopted,  and  in  addition  that 
the  registration  shall  be  effected  within  sixty  days 
of  the  date  of  the  assignment,  and  that  the  Com- 
pany shall  not  register  an  assignment  after  the 
death  of  the  life  assured  has  been  notified  to  the 
Company  nor  until  a  separate  notice  of  such  as- 
signment signed  both  by  the  assignor  and  assignee 
has  been  given  to  th^  Company. 

Minors'  Insurances. — That  the  provisions  of  the 
Queensland  Act  No.  20  of  ,1901  (section  20)  be 
adopted,  except  that  the  words,  "  Other  than  the 
right  to  assign  the  same,"  be  omitted. 


Married  Women's  Assurances. — Married  women 
to  have  same  rights  as  men  in  effecting  and  deal- 
ing with  policies. 

Domicile.— -It  is  desirable,  if  it  be  practicable, 
that  legislation  should  provide  for  the  payment  of 
death  claims  in  any  State  under  probate  or  letters 
of  administration  issued  by  any  other  State  of  the 
Commonwealth. 

Small  Estates. — The  Company  should  have  the 
powers  contained  in  section  4  of  the  Companies 
Act  of  Victoria,  1900,  but  it  should  also  be  pro- 
vided that  the  Company  be  empowered  to  pay  to 
the  widow,  widower,  or  any  adult  child. 

State  Standard  of  Solvency. — The  Conference 
does  not  recommend  the  establishment  of  a  State 
Standard  of  Solvency  for  the  following  reasons : — 

1.  Any  such  standard  would  need    to    be    of 

moderate  stringency,  and  there  would 
be  a  strong  temptation  to  make  the 
minimum  into  a  maximum.  The  incen- 
tive to  strengthen  the  bases  of  valua- 
tion, which  now  exists,  would  conse- 
quently be  withdrawn. 

2.  No  standard  could  be  equally  applicable  to 

all  offices.  Assume  that  the  H"  Table 
with  4  per  cent,  net  premium  valuation 
were  adopted,  it  would  be  manifestly 
unfair  to  apply  such  equally  to  one 
office  earning  4  per  cent.,  and  to  an- 
other earning  5  per  cent. 

3.  It  is  extremely  difficult  to  determine  when 

an  office  is  insolvent.  No  office  has 
ever  failed  to  meet  its  engagements 
owing  to  excessive  mortality,  the  pre- 
disposing cause  has  invariably  been 
extravagant  management.  An  office 
which  might  appear  insolvent  on  the 
•>asis  of  a  State  standard  could  speedily 
show  itself  to  be  solvent  by  discontinu- 
ing to  solicit  new  business. 

4.  In  the  United  States,  where  State  Standards 

of  Solvency  have  been  the  law  for  a 
half-a-century,  numerous  instances  could 
be  cited  of  offices  which  have  gone  into 
the  hands  of  receivers  shortly  after 
obtaining  a  certificate  of  solvency. 

5.  The  establishment  of  a  State  Standard    of 

Solvency  would  necessitate  a  State 
valuation  of  assets,  in  connexion  with 
which  see  remarks  on  Government  Valua- 
tion of   Assets.  > 

The  Conference  suggests  as  an  alternative  that 
each  Company  deposit  with  the  Registrar  the 
Actuary's  valuation  notes  (in  manuscript  or  print) 
giving  a  full  description  as  to  the  methods  em- 
ployed in  the  valuation  of  all  classes  of  policies, 
together  with  a  copy  of  the  working  sheets  with 
sufficient  details  to  enable  a  complete  check  of  the 
valuation  to  be  carried  out. 

The  Actuary  of  the  Company  to  certify  to  the 
accuracy  of  the  facts  and  calculations  employed  in 
these  returns,  and  to  declare  that  the  basis  of  the 
valuation  and  the  methods  employed  have  his  ap- 
proval. 

It  should  be  provided  that  any  Company  whose 
head  office  is  outside  the  Commonwealth  may,  in 
lieu  of  the  abovementioned,  deposit  a  copy,  cer- 
tified in  accordance  with  the  17  th  section  of  the 
Act  of  the  Imperial  Parliament,  known  as  the 
"Life  Assurance  Companies'  Act,  1870,"  of  the 
last  preceding  statement  or  abstract  deposited  with 
the  Board  of  Trade  in  conformity  with  the  provi- 
sions of  the  loth  section  of  the  said  Act. 
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Government  \'aiuat,un  of  Assets. — The  Confer- 
ence does  not  recommend  the  Government  Valua- 
tion of  Assets,  inasmuch  as  it  would  necessitate  the 
establishment  of  a  large  and  costly  Government 
Department  for  the  performance  of  a  duty  which 
the  directors  and  officers  of  the  companies  are  better 
able  to  discharge. 

The  'Conference  suggests,  however,  that  a  Sche- 
dule of  Assets  be  supplied  each  year  by  every  Com- 
pany, showing  the  total  amounts  of — 

1.  Mortgages  on  which  there  is  no  interest  in 

arrear. 

2.  Mortgages  on  which  interest  is  in  arrear. 

3.  Foreclosures   (and  net  income  thereon   dur- 

ing   the    year). 

4.  Properties   in    possession     (and    net   income 

thereon   during  the  year). 

5.  Freeholds  (and    net  income  thereon  during 

the  year). 

6.  Government  stocks  and  bonds. 

7.  Municipal  stocks  and  bonds. 

8.  Other  assets  to  be  specified. 


The  Principal  Officer  and  the  Chairman  or  other 
Director  of  each  'Company  to  certify  to  the  ac- 
curacy of  such  Schedule  of  Assets. 

I  have  the  honour  to  be,  sir. 

Your  obedient  servant, 


(Sgd.)       B.    R. 


GELLING, 
Hon.    Secretary. 


Sir, 


Royal  Commission  on  Insurance, 

'■The  Rialto,"  Collins  Street, 
Melljourne,    23rd    February,    1909. 


I  have  the  honour  to  acknowledge  with  thanks 
the  receipt  of  your  letter  of  the  20th  inst.,  con- 
taining the  views  of  the  Conference  of  Life  As- 
surance Officers  concerning  .matters  which  should 
he  provided  for  in  a  Federal  Life  Assurance  Art. 
I  have  the  honour  to  be,  sir, 

Your  obedient  servant, 
(Sgd.)       CHAS.  H.  WICKENS, 

Secretary  to  the  Commission. 
The  Hon.   Secretary, 

Life  Offices'  Association, 

c/o  Box  1598,  G.P.O.,   Sydney. 


APPENDIX    D. 


SUMMARY    OF   EVIDENCE    FURNISHED    IN    WRITING    IN    RESPONSE    TO 
REQUEST   OF   ROYAL   COMMISSION. 


A. — Copy  ok  Notice  forwarded  by  the  Com- 
mission ON  8th  February,  1909,  for  insertion 
IN  the  leading  Newspapers  of  the  Common- 
wealth. 

The  Commonwealth  Commissioners  on  Insurance 
are  desirous  of  receiving  evidence  from  any  persons 
who,  having  given  mature  consideration  to  the  various 
aspects  of  Life,  Fire  or  Accident  Insurance,  consider 
that  the  law  or  the  methods  in  operation  in  Australia 
in  connexion  with  these  classes  of  business  are,  in 
the  interest  of  the  public,  susceptible  of  improve- 
ment. 

The  Commissioners,  with  a  Tiew  to  facilitating  the 
inquiry,  desire  that  any  such  persons  should,  without 
delay,  forward  to  the  Secretary  to  the  Commission, 
The  Rialto,  Collins-street,  Melbourne,  a  written 
statement  of  any  evidence  they  may  be  inclined  to 
furnish,  formulated  in  such  manner  as  to  admit 
readily  of  subsequent  confirmation  on  oath,  if  deemed 
necessary. 

To  facilitate  verification  it  is  desired  that  the 
witnesses  should  sign  each  page  of  their  statements. 

B. — Summary  of  Evidence. 

I. — Mr.  G.  R.  Campbell,  Barrister  at  Law,  Moss 
Vale,  New  South  Wales,  stated — 

(i)  That  Life  Assurance  Societies  being  essen- 
tially mutual  in  their  nature  are  naturally  self- 
governing,  democratic  institutions. 


(ii)  That  under  existing  legislation  these  socielitis, 
largely  owing  to  enormous  developments  in  recent 
years  are  now  no  longer  democratic  or  self-governing, 
but  have  shrunk,  iu  matters  of  government,  into 
"  narrow  oligarchies  of  existing  directorates,  &c." 

(iii)  That  the  Legislature  should  try  to  restore 
self-government. 

(iv)  That  if  this  be  impossible,  then  the  Federal 
Government  should  step  in  and  nominate  the  direc- 
torates. 

(v)  That  in  any  case  the  audit  of  these  societies 
should  be  a  Government  Audit  (Federal). 

(vi)  That  in  reality,  though  not,  perhaps,  iu  name, 
the  Boards  of  Directors  of  Mutual  Societies  are 
free  from  the  check  of  a  feeling  of  responsibility  to 
any  body  of  electors  or  Government — "an  unhealthy 
state  of  affairs,  which  would  sooner  or  later  be  the 
undoing  of  a  body  of  angels,  let  alone  a  mundane 
Board  of  Directors." 

(vii)  That  recent  decisions  in  the  English  Court**, 
have  rendered  doubly  impregnable  the  position  o' 
Boards  of  Directors,  particularly  so  in  the  case  of 
Australasian  Life  Assurance  Societies. 

(viii)  That  the  Couit  sees  no  objection  to  Directors 
using  the  funds  aud  officials  of  the  Society  or 
Company  to  issue  ex  parte  statements  in  support  of 
a  policy  they  consider  of  benefit  to  the  Society,  and 
to  influence  and  collect  votes  in  favour  of  their  views, 
whilst  similar  advantages  are  denied  to  members  who 
oppose  the  policy. 
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(ix)  That  most,  if  not  all,  the  local  Mutual 
Societies,  except  the  Australian  Mutual  Provident 
Society  are,  wlieu  requested  by  a  member,  bound  to 
allow  inspection  of  their  lists  of  members. 

(x)  That  of  existing  active  Life  OfRces,  the 
Australian  Mutual  Provident  Society  alone  was  at 
work  on  ist  January,  1869. 

(xi)  That  in  38  years  the  number  of  Australasian 
policies  increased  by  about  50  fold,  whilst  the 
population  only  increased  about  2^  fold. 

(xii)  That  the  total  insurance  funds  of  Australasian 
Offices  and  the  New  Zealand  Government  now  amount 
to  nearly  £50,000,000,  with  an  annual  income  of 
over  £6,000,000. 

(xiii)  That,  in  respect  of  general  financial  position. 
Life  Assurance  Societies  are  now  very  much  akin 
to  Savings  Banks,  which  are  usually  subject  to 
public  control. 

(xir)  That  nearly  half  the  population  of  Austra- 
lasia is  directly  or  indirectly  affected  by  the  successful 
management  of  Life  Assurance  business. 

(xv)  That  its  long  dated  character  distinguishes 
Life  Assurance  from  Fire  and  Marine  Insurance 
where  risks  run  off  at  short  intervals. 

(xvi)  That  this  character  makes  it  much  more 
imperative  in  the  case  of  Life  Assurance  that  either 
efficient  means  of  control  by  members  shall  be  secured, 
or,  if  that  is  impossible,  that  the  government  sliall 
protect  what  has  now  become  a  quasi-public,  if  not  a 
public  business. 

(xvii)  That  all  local  Societies  are  the  creation  of 
the  Legislature,  and  what  it  has  given,  it  may  take 
away  or  modify  in  the  public  interest. 

(xviii)  That  as  the  Societies  are  all  engaged  in 
Inter-State  business,  it  behoves  the  Federal  Legisla- 
ture to  enact  such  general  provisions  as  may  be  neces- 
sary to  make  the  methods  of  government  and  control 
conformable  to  present  conditions. 

(xix)  That  the  principal  active  Australasian  Life 
Assurance  Societies  are  conveniently  divided  into  the 
following  classes  : — • 

(a.)  Mutual — under  Private  Act  of  Parliament. 
(6)  Mutual — under   various  Companies  Acts, 

generally  as  Company  by  guarantee, 
(c)   Proprietary — with  share-holding  capital. 

(xx)  That  this  division  is  largely  a  governmental 
distinction,  for  the  essence  of  all  Insurance  business 
is  mutuality. 

(xxi)  That  although  it  is  true  that  in  Mutual 
Companies  the  whole  of  the  surplus  is  divided 
amongst  "with  profit"  policy-holders,  whilst  in  pro- 
prietary companies  the  shareholder  generally  takes 
a  small  proportion,  yet  a  low  expense  rate  (not  seldom 
stipulated  for)  in  a  Proprietary  Company  may  bring 
out  a  better  bonus  to  its  "  ordinary  "  policy-holder, 
than  he  would  obtain  from  an  expensively-managed 
Mutual  Office. 

(xxii)  That  in  a  Mutual  Society  the  control  is 
supposed  to  be  democratic,  and  to  reside  in  the  policy- 
holders, and  that  in  a  Proprietary  Company  the 
control  is  admittedly  given  to  the  share-holders  who 
risk  their  capital. 

(xxiii)  That  if  for  any  reason  the  control  passes 
from  the  policy-holders  to  officialdom,  the  Mutual 
Society  policy-holder  is  quite  as  autocratically 
governed  as  he  would  be  in  a  Proprietary  Company. 


(xxiv)  That  the  leading  governmental  pro- 
visions for  securing  self-government  in  "  Ordinary" 
Mutual  societies  are — 

1.  Election  of  Directors  by  policy-holders. 

(a)  By  postal  voting. 

(6)  By  members  present  in  person  or    by 
proxy  at  annual  meeting. 

2.  Control  of  affairs  of  Society  by  members     at 

meeting  of  the  Society. 

3.  Audit  by  auditors  who  are    supposed    to  be 

appointed   by    members     as     distinct   frond 
Directors  and  Officers. 

(xxv)  That  although  this  seems  good  in  theory 
it  is.  in  practice,  thoroughly  unsatisfactory  and  in- 
effective. 

(xxvi)  That  the  eligibility  of  all  retiring 
directors  for  re-election  practically  makes  re-elec- 
tion certain. 

(xxvii)  That  the  power  and  control  of  huge 
societies  has  thus  passed  from  the  policy-holders 
into  the  hands  of  "  irresponsible  oligarchies,"  Boards 
of  Directors  and  principiil  permanent  officials,  and 
cannot  be  taken  from  them  except  by  Legislation. 

(xxviii)  That  although  in  the  case  of  an 
"  Ordinary"  Proprietary  Company  the  policy- 
holder accepts  control  by  the  shareholders  as  a 
part  of  his  insurance  contract,  it  seems  desirable 
that  when  the  Company  has  obtained  such  con- 
siderable dimensions  that  the  shareholding  capital 
bears  but  a  small  relation  to  the  In.surance  Fund,  the 
policy-holder  should  have  some  sort  of  real  control. 

(xxix)  That  an  attempt  to  give  "  industrial  " 
policy-holders  any  sort  of  control  in  the  manage- 
ment seems  to  have  been  made  in  the  case  of  only 
one  Australian  office,  but  that  Industrial  policy- 
holders are  not  likely  to  be  able  to  make  any 
effective  use  of  it. 

(xxx)  That  it  seems  reasonable  that  the  "indus- 
trial "  policy-holder  should  be  represented  in  some  way 
on  the  governing  bodies  of  offices  doing  "  industrial  " 
business. 

(xxxi)  That  the  appointment  of  two  Government 
nominees  on  directorates  to  look  after  the  interests  of 
industrial  policy-holders,  and  report  from  time  to  time, 
would  seem  to  be  the  best  way  of  insuring  fair  con- 
ditions to  the  industrial  policy-holder. 

(xxxii)  Industrial  Assurance  by  Friendly  Societies 
would  probably  be  less  expensive,  but  less  keenly 
pushed  than  by  Proprietary  Companies. 

(xxxiii)  The  essential  element  in  an  efficient  audit 
is  an  experienced  auditor  or  auditors  elected  by 
the  unofficial  members  to  report  upon  the  work  and 
management  of  the  official  staff  (directorate  and  per- 
manent officials). 

(xxxiv)  In  no  Australasian  society  does  this 
prevail. 

(xxxv)  Much  of  the  audit  of  Mutual  Societies 
doing  business  in  several  States  is  carried  out  by 
auditors  appointed  by  the  Directors. 

(xxxvi)  "  This  seems  the  negation  of  an  audit." 

(xxxvii)  The  salaries  paid  to  authorized  auditors 
are  quite  inadequate  to  insure  a  thorough  audit  of  the 
whole  business. 

(xxxviii)  Owing  to  lack  of  interest  shown  by 
nienitierf,  it  seems  impossible  to  provide  an  erticienl 
system  for  electing  auditors. 
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(xxxii)  The  only  reasonable  method  of  insuring  a 
sound  and  adequate  audit  of  assurance  companies  is 
by  means  of  a  Federal  Government  audit. 

(xl)  To  restore  self-goternment  to  ordinary  policy- 
holders in  mutual  societies  there  should  be  an  act 
providing — 

(a)  That  at  least  one  director  shall  retire 
annually,  and  be  ineligible  for  re- 
election for  twelve  months. 

(i)  That  directors  of  banks  and  similar  large 
financial  institutions  shall  be  ineligible 
as  directors  of   life  assurance    societies. 

(c)  That  present  highly  centralized  system   of 

election  of  directors  shall  be  abolished, 
and  head  board  be  elected  by  postal 
voting  in  local  areas  not  greater  than 
State  divisions. 

(d)  That   Society    shall    circulate  (at  cost  of 

Society)  to  all  members  in  the  local 
electoral  aiea  short  addresses  of  candi- 
dates for  directorate,  detailing  their 
policy. 

(e)  That  register  of  members    shall    be   open 

for  inspection  by — 

1.  Candidates  for  directorate. 

2.  Members  who  intimate   their   in- 

tention of  proposing   resolutions 
or  amendments  at  meetings. 

3.  Members  who  sign  requisitions  for 

holding  meetings. 

(/)  That  all  voting  shall  be  by  secret  ballot, 
every  ordinary  member  to  have  at  least 
one  vote,  and  no  member  to  have  more 
than  five  votes. 

(_g)  That  voting  by  proxy  shall  be  abolished, 
and  secret  direct  postal  or  personal 
voting  at  head  office  in  each  State  shall 
be  substituted. 

(h)  The  local  meeting  at  head  office  in  each 
State  shall  be  substituted  for  single 
centralize<l  meeting  at  Head  Office  of 
Society. 

(i)  That  confirmatory  meetings  now  provided 
for  shall  then  be  abolished  as  unneces- 
sary. 

(j)  That  officials  of  Society  shall  not  interfere 
in  any  way  in  connexion  with  meetings, 
voting  thereat,  or  election  of  directors. 

(k)  That  except  as  provided  in  the  Act,  the 
fhnds  of  the  Society  shall  not  be  utilised 
in  connexion  with  such  meetings,  voting 
or  elections. 

(f)  That  with  the  consent  of  the  Attorney- 

General  for  Australia  any  policy-holder 
shall  be  entitled  to  take  appropriate 
legal  proceedings  in  the  High  Court  of 
Australia,  to  correct  alleged  irregularities 
or  illegalities  in  connexion  with  the 
management,  government  and  control 
of  the  Society  generally,  election  of 
directors,  votings,  meetings,  &c. 

(m)  That  members  resident  outside  Australia 
and  New  Zealand  shall  not  be  entitled  to 
take  part  in  the  government,  &c.  (voting, 
&c.),  of  locally  registered  society. 

(»)  That  in  the  case  of  Proprietary  Companies 

•    when  ratio  of  ordinary  life   funds  to  be 

paid    up   shareholding   capital  becomes 

large  (say,  6  to  i),  the  provisions  recom- 


mended for  mutual  ordinary  policy-holders 
shall  be  applied  as  far  as  possible,  half 
the  directors,  say,  being  elected  by 
policy-holders. 

(o)  That  in  the  case  of  the  ordinary  branch  of 
foreign  proprietary  company  provisions 
suggested  for  local  Company  shall  apply, 
funds  to  be  invested  in  Australasian 
securities,  and  to  be  secured  to  pay 
claims  imder  Australasian  policies. 
Local  expense  rate  should  be  fixed  by 
the  Company. 

(xli)  That  the  audit  of  all  life  assurance  societies 
doing  business  in  Australasia  should  vest  in  a  Board 
of  3  auditors  appointed  by  the  Federal  Government. 

(xlii)  That  the  Board  should — 

(a)  report  periodically  to  Parliament, 

(6)  make  recommendations  for  legislation, &c., 

when  necessary, 
(c)  have  full  powers  to  investigate  thoroughly 
all  the  affairs  of  societies  and  companies, 
including  [sufficiency  of  securities,  act- 
uarial methods  employed,  rates  of 
premium,  allotment  of  bonuses,  solvency, 
general  management,  &c. 
{d)  have  power  to  appoint  deputy  auditors  in 

every  State, 
(e)  have  power   to    secure  special  temporary 
actuarial  and  other  assistance  when  and 
where  necessary. 

(xliii)  That  the  cost  of  the  Board  should  be  borne 
ratably  to  invested  funds  by  all  life  assurance 
societies  doing  business  in  Australasia. 

(xliv)  That  for  mutual  societies  a  directorate 
appointed  by  the  Federal  Gorernment  is  the  proper 
course  to  adopt. 

(xlv)  That  for  proprietary  companies,  if  election 
of  directors  by  ordinary  policy-holders  cannot  be  made 
a  reality,  the  Federal  Government  should  nominate 
the  proportion  of  the  directorate  representative  of  the 
ordinary  policy-holders. 

(xlvi)  That  as  regards  surrender  values, guaranteed 
surrender  values  upon  the  face  value  of  the  policy 
should  not  be  allowed,  but  that  bonuses  should  be 
payable  in  cash  on  a  definite  basis  at  the  option  of 
the  assured. 

(xlvii)  That  the  face  value  of  all  policies  should  be 
made  a  first  charge  on  the  Society's  assets — the 
bonus  additions  ranking  second. 

II. — Mr.  Randolph  Bedford,  Melbourne,  Victoria, 
stated — 

(i)  That  collection  charges  and  management 
expenses  in  coiuiexion  with  Industrial  Assurance  are 
excessive. 

(ii)  That  the  costs  of  collection  are  out  of  all  pro- 
portion to  the  sum  assured. 

(iii)  That  such  costs  are  removable  by  compulsory 
State  assurance,  premiums  being  payable  at  a  post 
office. 

(iv)  That  the  Industrial  Departments  of  Companies 
doing  both  Ordinary  and  Industrial  business  are 
loaded  to  reduce  cost  of  ordinary  assurance  by  the 
Companies. 

(v)  That  benefits  received  by  working  classes  from 
Industrial  Assurance  are  not  sufficient  to  justify  a 
continuation  of  the  system. 
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(vi)  That  both  Industrial  Asgnrance  Companies 
and  Friendly  Societies  are  palliatives  only,  and  that  a 
State  system  of  compulsory  insurance  should  take  the 
place  of  both. 

(vii)  Tliat  compulsory  Government  Assurance 
might  cover  "  sick  benefits  "  also. 

(Tiii)  That  the  publication  by  the  Companies  of 
complete  financial  returns  should  be  rigorously  en- 
forced. 

(ix)  That  the  returns  should  show  participating 
and  iion-participating  policies  separately,  as  well  as 
the  respective  reserves,  and  that  bonus  additions 
should  be  shown  with  the  sums  assured. 

(x)  That  there  should  be  a  periodical  review  of 
assets  of  Life  Insurance  Companies  by  qualified 
Govermeut  officers. 

(xi)  That  Government  supervision  should  extend 
even  to  the  censorship  of  advertisements. 

(xii)  That  Government  Life  Assurance  would  be 
both  practical  and  desirable. 

(xiii)  That  compulsory  Government  Life  Assur- 
ance could  be  cheaply  worked,  and  would  gradually 
destroy  the  necessity  for  an  Old-age  pension  system. 

(xiv)  That  the  law  relating  to  amalgamation  of 
Life  Assurance  Companies  should  be  such  as  to  make 
amalgamation  difficult. 

(xv)  That  private  carelessness  in  connexion  with 
assurance  matters  makes  public  vigilance  the 
more  necessary. 

(xvi)  That  in  his  opinion,  it  is  desirable  that  all 
assurances  should  be  absolutely  protected  from 
creditors. 


(v)  That  he  has  been  inclined  to  surrender  the 
policy. 

(vi)  That  he  would  respectfully  suggest  that  the 
Commission  take  in  consideration  the  matter  of  in- 
terest on  policy  loans. 

V. — John  Menzies,  Kyneton,  Victoria,  stated — 
(i)  That  in  1 864  a  policy  was  taken  with   a  non- 
mutual  company,  premium  £30. 

(ii)  That  the  life  assured  is  Still  in  existence  and 
premium  is  still  payable. 

(iii)  That  full  details  can  be  given  if  wanted. 

VI. — Geo.  E.  Davies,  Toowoomba,  Queenshunl, 
suggested  a  series  of  questions  to  be  asked  Life 
Assurance  Companies  relative  to— 

(i)  Interim  bonuses. 

(ii)  Non-forfeiture  values. 

(iii)  Surrender  values. 

(iv)  Loans  on  policies. 

(v)  Endowment  assurance. 

(vi)  Double  endowments, 
(vii)  Under  average  lives, 
(viii)  Payment  of  medical  officers. 

(ix)  Constitution  of  branches, 
(x)  Bonus  distributions. 

(xi)  Salaries  of  chief  officers. 

(xii)  Interest  held  or  controlled  by  General 
Manager. 

(xiii)  Constitution  of  company. 


III. — A.  Thorpe,  Malvern,  Victoria,  stated — 

(i)  That  payment  of  commission  to  proponents  for 
life  assurance  should  not  be  permitted. 

(ii)  That  rebates  to  proponents  should  not  be 
allowed. 

(iii)  That  "  Twisting "  should  be  strictly  for- 
bidden. 

(iv)  That  proprietary  offices  should  be  unlawful. 

(v)  That  industrial  and  ordinary  business  if 
carried  on  by  the  same  office,  should  be  kept 
distinct. 

(vi)  That  Industrial  policy-holders  should  receive 
all  profits  earned  by  Industrial  Department. 

(vii)  That  in  connexion  with  "  proof  of  age,"  it 
would  save  trouble  to  the  public  if  the  offices  were, 
for  a  nominal  fee,  say,  3d.  or  6d.,  given  access  to  the 
Registrar-General's  books. 

IV. — W.  Leggo,  Wallacia,  vid  Penrith,  New 
South  Wales,  stated — 

(i)  That  over  30  years  ago  he  assured  his  life  in 
an  Australian  Company. 

(ii)  That  during  the  bank  crisis  he  was  compelled 
to  borrow  £50  on  his  policy,  the  rate  charged  being 
8  per  cent. 

(iii)  That  he  considers  this  rate  is  high  when  the 
nature  of  the  security  is  taken  into  account. 

(iv)  That,  in  bad  seasons,  it  has  been  a  struggle 
for  him  to  pay  the  interest. 


VII. — George  Innes,  Brisbane,  Queensland,  fur- 
nished some  notes  on  Fire,  Live  Stock,  and 
Employers'  Liability  Insurance. 

VIII. — Mrs.  Jessie  Archer,  Moona,  Tasmania, 
stated — 

(i)  That  in  1896  she  took  out  an  Industrial  policy 
for  in  28. 

(ii)  That  the  weekly  premium  is  6d. 

(iii)  That  she  wished  to  bo  relieved  of  future 
premium  payments,  the  amount  of  the  policy  to  be 
payable  at  her  death. 

IX. — Mrs.  Mary  Hunt,  Petersham,  New  South 
Wales,  stated — 

(i)  That  she  is  an  invalid,  and  is  dependent  on  her 
son. 

(ii)  That  about  15  years  ago  she  took  out  a  policy 
with  a  Life  Assurance  Company  for  £100,  payable 
at  death. 

(iii)  That  the  premium  payable  for  the  first  five 
years  was  £2  7s.  5d.  per  annum,  after  that  period, 
£4  14s.  nd.  per  annum, 

(iv)  That  when  she  effected  the  assurance  she  was 
not  aware  that  the  policy  was  subject  to  an  increasing 
premium, 

(v)  That  her  son  has  often  to  borrow  money  to 
pay  the  premium. 

(vi)  That  she  is  afraid  her  son  may  in  the  end  get 
nothing  as  she  is  unable  to  furnish  proof  of  age. 
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X. — Mr.  M.  F.  A.  Canning,  Perth,  Western  Aus- 
tralia, stated — 

(i)  That  he  is  a  policy-holder  in  an  Australian 
company. 

(ii)  That  he  protests  against  the  practice  of  exact- 
ing compound  interest  on  loans,  arrears  of  interest, 
and  arrears  of  premiums. 

(iii)  That  in  his  own  case  such  accumulation  had 
resulted  most  inequitably  (details  of  case  supplied). 

(iv)  That  in  his  opinion  all  such  institutions  should 
be  subject  to  Governmeut  inspection  and  control,  or 
better  siill,  become  Government  institutions. 

(v)  That  the  effects  of  financial  disaster  in  con- 
nexion with  one  of  these  institutions  would  be 
appalling. 

(vi)  That  the  exaction  of  compound  interest 
should  bo  absolutely  prohibited. 

(vi!)  That  the  revision  of  the  present  scale  of 
premiums  should  be  peremptorily  insisted  on. 

(viii)  That  at  the  expiration  of  one  year  after  a 
sufficient  gum  in  premiums  has  been  received  to  cover 
the  sum  assured,  a  substantial  reduction  in  future 
premiums  should  be  made. 

(ix)  That  the  control  of  enormous  funds  by  life 
assurance  companies  is  a  danger  to  the  community. 

XI. — Mr.  James  Glissan,  Marrickville,  Sydney, 
New  South  Wales,  stated  in  reference  to  an 
Insurance  Company  in  which  he  is  interested — ■ 

(i)  That  the  manager  always  interferes  with  the 
election  of  directors. 

(ii)  That  writs  have,  on  certain  occasions  been 
issued  against  the  company  before  claims  were  paid. 

(iii)  That  a  balance-sheet,  which  one  of  the  audi- 
tors refused  to  sign,  was  sent  out  to  policy-holders. 

(iv)  That  manager  and  directors  took  commissions. 

(v)  That  large  sums  were  paid  to  manager  and 
accountant  without  the  sanction  of  the  policy- 
holders. 

XII. — J.  M.  Fisher,  Hobart,  Tasmania,  stated — 
(i)  That    ho    was    a    joint  holder   of  an   assigned 

policy  for  £i,ooo,  which  had  become  payable  by  the 

death  of  the  assured. 

(iij  That  on  making  application  for  the  amount  he 
was  informed  by  the  company  that  the  premium  for 
the  second  half  of  the  year,  viz. — £23  6s.  8d., 
although  not  then  due  would  be  deducted  from  the 
policy  moneys. 

(iii)  That  as  the  assured  died  during  the  period 
covered  by  the  premium  last  paid,  he  did  not  think 
he  should  be  called  upon  to  pay  the  further  premium 

XIII  —Mr.  R.  H.  Grenfell,  Geelong,  Victoria,  fur- 
nished particulars  concerning  a  case  in  which  he  had 
taken  out  a  whole  life  policy  for  £zoo  with  aright  to 
share  in  certain  profits  at  the  termination  of  a  "  tonrine" 
period  of  20  years.  Mr.  Grenfell  was  under  the 
impression  that  his  policy  was  an  endowment, 
assurance  maturing  at  the  end  of  20  years. 

XIV.— Mr.  T.  J.  Milligan,  Perth,  Western  Aus- 
tralia, furnished  particulars  concerning  a  policy 
effected  by  his  late  father  in  connexion  with  which 
the  iirreais  of  preiuium,  the  accumulation  thereon  at 
compound  interest,  and  the  deduction  for  mis-state- 
ment of  age  reduced  the  sum  assured  and  bonuses 


from  £459  8s.  to  £95  15s.  ^d.,  although,  the 
sum  paid  in  as  premiums  aggregated  £216  38. 
Mr.  Milligan  stated  that,  on  the  eve  of  the  case 
coming  before  the  High  Court,  the  legatee  was  offered 
£220,  which,  contrary  to  the  advice  of  the  executors, 
was  accepted. 

XV. — Mr.  J.  B.  Smith,  Qneen-street,  Melbourne, 
Victoria,  stated — 

(i)  That  the  Legislative  provision  requiring  an 
investi^ration  to  be  made  by  an  actuary  into  the 
financial  condition  of  every  Life  Assurance  Company 
appears  to  have  been  generally  interpreted  as  applying 
only  to  a  valuation  of  liabilities. 

(ii)  That  he  would  respectfully  ask  the  Royal 
Commission  to  say  if  the  words  in  the  body  of  the 
Victorian  Act  requiring  a  financial  investigation  are 
to  be  regarded  as  a  dead  letter  or  as  the  governing 
words  of  the  legislation  on  the  subjeft. 

(iii)  That  if  the  Royal  Commission  consider  that 
an  investigation  into  the  assets  should  not  be  eiitrust(  d 
to  the  actuary,  he  would  strongly  recommend  that 
the  Legislature  be  asked  to  amend  the  present  wording 
so  as  to  clearly  indicate  the  limits  intended  to  be 
placed  upon  the  actuary's  investigation. 

(iv)  That  in  the  Victorian  Companies  Act  1896, 
Life  Assurance  Companies  are  expressly  excluded 
from  the  provisions  regarding  audits  and  auditors, 
which  that  Act  contains  in  Division  2,  subdivision  4. 

(v)  That  the  Victorian  Companies  Act  1 890  does 
not  contain  any  defiuition  of  the  term  "Actuary." 

(vi)  That  Directors  of  Life  Assurance  Companies 
are  at  liberty  to  appoint  any  one  they  please  to  such 
a  position. 

(vii)  That  excepting  where  an  appointment  to  the 
position  of  permanent  actuary  of  an  office  has  already 
been  made,  there  should  be  at  least  provision  for  the 
valuation  of  the  policies  by  an  F.F.A.,  or  an  A.I.  A., 
by  examination.  ' 

(viii)  That  the  name  of  the  actuary  should  in  all 
cases  be  disclosed  to  the  public. 

(ix)  That  directors,  however  able,  could  not 
usually  judge  as  to  the  knowledge  of  actuarial 
science  possessed  by  any  candidate  for  a  position  of 
actuary. 

(x)  That  it  is  for  the  Royal  Commission  to  consider 
whether  the  appointment  of  the  investigating  actuary 
should  not  be  committed  to  the  policy-holders  in 
general  meeting,  and  whether  the  investigating 
actuary  should  not  be  prohibited  from  holding  any 
other  office  except  perhaps  that  of  auditor. 

(xi)  That  at  present  the  actuary  is,  presumably, 
appointed  by  the  directors,  and  is  generally  an 
officer  of  the  society. 

(xii)  That  these  conditions  are  not  calculated  to 
make  the  actuary  independent. 

(xiii)  That  an  officer  or  employe  of  a  company 
under  the  Victorian  Companus  Act  1896,  is 
prohibited  from  being  auditor. 

(xiv)  That  question  No.  6  of  the  2l8t  Schedule  of 
the  Victorian  Act  should  be  withdrawn  from  that 
schedule. 

(xv)  That  it  is  unfair  (o  ask  the  actuary  to  pre- 
pare the  account  there  referred  to,  unless  he  has 
special  moans  of  knowing  if  it  is  true,  as  he  would 
have  as  manager  or  auditor. 
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(xvi)  That  the  preparation  of  this  account  Joes 
not  require  any  acquaintance  with  strictly  actuarial 
science. 

(xvii)  That  the  word  "  Revenue"  is  often  used 
as  if  practically  synonymous  with  "  Inconne." 

(xviii)  That  this  practice  seems  scarcely  warranted. 

(xix)  That  the  incomings  and  outgoings  of  a  Life 
Assurance  Company  include  both  Capital  and 
Income. 

(xx)  That  the  forms  of  Revenue  account  appended 
to  the  Victiirian  Companies  Act  contain  the  items 
"  other  receipts"  and  "  other  payments." 

(xxi)  That  for  the  former  of  these  "  other  in- 
comings" or  "other  revenue"  should  be  substituted, 
and  for  the  latter  "other  outgoings,"  since  the  words 
"  receipts  "  and  "  payments  "  denote  actual  transfers 
of  money  or  money's  worth. 

(xxii)  That  in  the  form  of  Revenue  account  re- 
ferred to,  the  Cr.  side  is  on  the  left,  and  the 
Dr.  side  on  the  right,  contrary  to  almost  universal 
custom. 

(xxiii)  That  a  Revenue  account  which  does  not 
apportion  the  incomings  of  a  year  to  the  periods  in 
respect  of  which  they  are  received,  should  not  be  con- 
sidered as  final. 

(xxiv)  That  in  Question  5  of  Schedule  21  of  the 
Victorian  Companies  Act,  the  word  "  Revenue" 
should  be  substituted  for  "  Income." 

(xxv)  That  the  so  called  "Annual  Balance-Sheet " 
of  ^  Life  Assurance  Company  is  not  a  true  balance- 
sheet,  since  it  does  not  show  the  net  liability  of  the 
company  under  its  policies. 

(xxvi)  That  the  term  "Provisional  Balance- 
Sheet  "  or  "  Interim  Balance-Sheet "  should  b6 
substituted. 

(xxvii)  That  the  Valuation  Balance-Sheet  pro- 
vided for  under  section  349  of  the  Victorian  Com- 
panies Act  is  that  in  which  the  financial  condition  of 
the  company  should  be  found. 

(xxviii)  That  no  statutory  provision  exists  for  an 
audit  of  the  annual  accounts  of  a  Life  Assurance 
Company. 

(xxix)  That  if  there  is  to  be  legislation  with  this 
end  in  view,  it  should  be  such  as  will  make  the  audit 
efficient. 

(xxx)  That  the  position  of  conscientious  auditor  is 
one  not  unlikely  to  prove  of  an  invidious  nature. 

(xxxi)  That  there  are  probably  sometimes 
punishments  for  efficiency  and  rewards  for  in- 
efficiency. 

(xxxii)  That  for  ensuring  efficiency  the  following 
suggestions  may  be  made  : — 

(a)  Licences  to  audit  Insurance  Office  accounts 
might  be  granted  on  a  proper  basis. 

(A)  The  appointment  of  the  first  auditor 
should  be  made  by  some  one  in  an  inde- 
pendent poniiion,  say,  by  the  Chief 
Justice,  applications  having  been  called 
for  by  advertisement  ;  subsequent  ap- 
pointments to  be  in  the  hands  of  the 
members,  the  applications  for  which 
should  be  lodged  with  the  Company, 
accompanied  by  a  fee  for  which  the 
Company  shall,  in  the  event  of  a  con- 
tested election,  forward  to  each  of  its 
members  a  printed  copy  of  such  applica- 
tion with  forms  for  voting. 


(c)  The   auditor  should    have   power   to  ad- 

minister oaths  such  as  he  has  under 
section  Aii  of  the  Victorian  Local 
Government  Act  1903. 

(d)  The  auditor  should    have    power   at  the 

expense  of  the  company,  to  employ 
experts  in  Real  Estate,  &c.,to  assist  him 
in  valuing  the  assets  from  time  to  time. 
This  power  might  also  be  conferred  on 
the  investigating  actuary. 

((?)  An  adequate  scale  of  remuneration  should 
be  provided  for. 

( /)  An  auditor,  or  firm  of  auditors,  should 
not  retain  the  anditorship  of  any  par- 
ticular company  for  more  than,  say,  four 
years,  and  on  retiring  should  not  be 
eligible  to  audit  such  company's  accounts 
for,  say,  eight  years. 

(xxxiii)  That  in  connexion  with  the  appointment 
of  an  auditor,  it  has  to  be  borne  in  mind  that  the 
directors  are  the  very  people  with  others,  some  of 
wiiose  performances   have  to  be  audited. 

(xxxiv)  That  the  appointment  of  auditors  as  well 
as  investigating  actuaries  may  mean  duplicating  the 
verification  of  the  assets  once  every  five  years,  but 
that  he  would  refrain  from  advising  anything  to  the 
contrary. 

XVI. — Geo.  J.  Ross,  Brisbane,  Queensland, 
stated — 

(i)  That  ho  had  had  some  ten  years'experience  on 
the  field  staffs  of  various  Life  Assurance  Companies. 

(ii)  That  the  management  of  Mutual  Life  As- 
surance Companies  is  despotic. 

(iii)  ThHt  policy-holders  are  entitled  to  information 
beforehand  respecting  the  definite  amount  of  cash 
surrender,  loan,  or  paid-up  policy  that  they  can  get 
from  year  to  year  in  case  of  need. 

(iv)  That  such  amounts  should  be  guaranteed  by 
being  written  on  the  policy  in  tabulated  form. 

(v)  That  in  a  proprietary  company  the  shareholders 
are  interested  in  preventing  mismanagement  by  the 
officers. 

(vi)  That  in  addition  to  the  proprietary  directorate, 
there  should  be  a  board  of  trustees  elected  periodically 
by  the  policyholders. 

(vii)  That  such  periodical  election  should  be  carried 
through  by  postal  communication. 

■  (viii)  That  periodical  supervision  by  an  outside 
actuary,  either  private,  or  appointed  by  the  State, 
would  be  beneficial  to  the  policy-holders. 

(ix)  That  the  practice  of  some  societies  of  allott- 
ing bonuses  to  recently  effected  policies  is  unsound  in 
principle. 

(x)  That  the  solvency  of  a  Life  Assurance  Office 
takes  precedence  of  all  consideration  of  bonuses. 

(xi)  That  the  "sweating"  of  the  agency  staff 
achieved  by  the  purely  commission  basis  of  payments, 
leads  agents  to  fictitious  representation  in  the  keen 
struggle  for  business. 

(xii)  That  this  tends  to  bring  public  condemnation 
on  what  is  really  the  most  powerful  and  beneficial  co- 
operation the  world  has  yet  known. 

(xiii)  That  the  field  staflTs  are  the  pillars  of  the 
societies,  and  are  entitled  to  as  good  consideration  as 
the  inside  staffs,  who  hold  their  positions  through  the 
volume  of  new  business  brought  to  the  office. 
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'  •■  (xi,v)  That  some  oflBces  allow  men,  ■who  have 
proved  failures  at  the  business,  to  continue  represeut- 
iog  them. 

(xv)  That  societies  should  secure  good  men.  and 
train  them  as  agents. 

(xvi)  That  the  appointment  of  men  in  other  walks 
of  life  as  agents  and  siib-agents,  on  commission,  is 
unfair  to  the  professional  agent,  and  unsatisfactory  to 
the  office  and  the  assuring  public. 

(xvii)  That  societies  should  be  made  responsible 
for  the  statements  made  by  their  representatives. 

(xviii)  That  all  agents  should  be  registered. 

(xix)  That  the  exclusion  of  certain  professions  and 
callings  from  the  privileges  of  accident  insurance  is 
inequitable. 

(xx)  That  all  classes  of  occupation  should  be 
eligible,  the  premiums  varying  with  the  risk  incurred. 

(xxi)  That  it  is  desirable  that  in  the  case  of 
Employers'  Liability  Insurance,  the  regulations  to  be 
observed  by  the  three  parties  interested  in  such  con- 
tracts, should  be  posted  up  in  certain  public  places. 

(xxii)  That  the  establishment  of  a  Commonwealth 
National  Life  Assurance  Department,  worked  by  a 
Board  of  Commissioners,  consisting  of  practical  ex- 
perts, would  meet  with  approbation  and  support. 

(xxiii)  That  owing  to  the  cost  of  working  the 
business,  Industral  Assurance  is  not  satisfactory. 

(xxiv)  That  companies  should  be  punishable  for 
quoting  obsolete  results  to  attract  new  business. 


XVII. — Wm.  Crooke,  Hobart,  Tasmania,  stated — 

(i)  That  there  should  be  legal  provision  that  in 
case  of  understatement  of  age,  the  assured  should,  on 
producing  proof  of  age,  be  entitled  to  commence 
payments  of  increased  amount  according  to  scale, 
wilhout  any  further  penalty. 

(ii)  That  Societies  lending  on  their  own  policies 
should  be  limited  to  4  per  cent,  interest. 

(iii)  That  a  company  with  which  he  has  had  deal- 
ings refuses  to  give  him  a  clean  receipt  for  interest 
payments. 

(iv)  That  when  a  Company  extends  into  several 
States,  the  policy-holders  should  elect  the  local  boards. 

(v)  That  the  names  of  policy-liolders  should  be 
printed  for  the  benefit  of  members. 


XVIII.— L.  V.  Miller,  Casino,  New  South  Wales, 
furnished  particulars  concerning  an  assurance  case  in 
which  he  is  financially  interested,  as  follows  : — A 
policy  was  taken  out  for  £250,  and  reversionary 
bonuses  to  the  amount  of  £106  have  since  been 
added.  The  premiums  paid  now  total  £2co.  A  loan 
of  £22  was  obtained,  on  which  no  interest  lias  been 
paid  since  April,  1S87.  This  loan  has  accumulated 
at  8  per  cent,  compound  interest,  and  the  Company 
now  claims  £120  as  the  accumulated  amount  of  the 
debt  on  the  policy. 


143 


So 


00   i 

03  "^i 


W 


►51^; 


^•5 


8  g 
^4 


S  8 


a 
>  §  » 


!5  5      ">  w      «o 

00    OD  00    eo  O 

I  00  Tq    g  CO  ,^    g  C5 


§3 


.3 

■a 
I 

I 


o     o| 

W  CO   «   s 
«1     ^ 


"^  5^  S2 


.  R,"^ 


X 


Ph 


D 


3 


J  ^ 

S 


o 
Oh 


J® 

M  OS 
~^00 

S  .•«  r^  h^   _?• 


i-^      <      -< 


!§2 


•^§  s 

.■~  CO  § 

S  " 
^^ 

§  g~ 

8-^-^S 
ll       § 


OT  ^  O  C 
00  00  Oi  C 


s 


I 


» 

£ 


ess 


»3 

IS 


141 


APPENDIX   F.— LIFE 


COMPARATIVE 


Headings. 


1.  Officer  responsible 
for  administra- 
tion of  insurance 
legislation 


2.  Registration 


3.  Deposits  witli  Go- 
vernment 


England. 


No  provision 


No  special  provision  relating  to  insurance 
companies.  General   provisions   in 

Companies  Act  1862 


1870  Act,  Section  3. — Companies  starting 
business  after  passing  of  Act  and 
foreign  companies  to  deposit  £20,000 
in  Court  of  Chancery  ;  to  be  invested 
in  such  one  of  the  securities  usually 
accepted  by  Court  as  company  chooses ; 
company  to  receive  the  income  ;  de- 
posit to  be  returned  when  fund  ac- 
cumulated out  of  premiums  is  £40,000 

1871  Act,  Section  1. — Deposit  may  be 
dealt  with  by  Court  as  to  payment  in 
and  out,  investment,  dividends,  &c., 
in  same  manner  as  other  money 

1872  Act,  Section  1. — Deposit  may  be 
made  by  subscribers  to  memorandum 
of  association ;  deemed  part  of  life 
assurance  fund ;  Board  of  Trade  to 
make  rules  respecting  deposits,  and 
may  provide  for  accepting  securities 
instead  of  money 


New  South  Wales. 


Note. — Life,  Fire,  and 
Marine  Insurance  Act 
1902  is  the  only  local 
insurance  legislation. 
The  only  provisions  af- 
fecting life  insurance  re- 
late to — (1)  Protection 
of  policies  against  credi- 
tors ;  (2)  Lost  policies ; 
(3)  Insurances  for  benefit 
of  family 


No  provision 


Companies  Act  1890,  Section  338.— All 
companies  commencing  new  life  as- 
surance    business    to     be     registered. 

Section  336. — Particulars  of  head  and 
local  office,  directors,  nominal,  sub- 
scribed, and  paid-up  capital  to  be 
registered  by  lodging  with  Registrar- 
General  memorandum  in  form  of 
Fourteenth  Schedule.  Such  memoran- 
dum to  be  advertised 


1890  Act,  Section  339. — Before  accepting 
premiums  every  life  company  to 
deposit  £5,000,  to  be  invested  in 
Government  fund  indicated  by  com- 
pany ;  to  be  retained  until  life 
assurance  fund  accumulated  by 
premiums  amounts  to  £15,000,  then 
to  be  refunded 
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ASSUEANCE    LEGISLATION. 


STATEMENT. 


Queensland. 


No  provision 


1901  Act,  Section  27. — Companies 
legislation  applies  generally, 
subject  to  provisions  of  1901 
Act 

Section  17. — Foreign  companies 
not  to  transact  life  business  in 
Queensland  until  registered 
under  British  Companies  Act 
1886  or  Foreign  Companies  Act 
1895.  Penalty  on  agent,  £250. 
Policies  by  unregistered  foreign 
company  valid  as  against  com- 
pany ;  but  company  not  en- 
titled to  recover  premiums 

Section  4. — No  company  deemed 
to  transact  life  business  by 
reason  only  of  receipt  of  pre- 
miums in  respect  of  policies 
issued  before  Act  or  by  reason 
only  of  issuing  accident  policies 


1901  Act,  Section  5. — Every  com- 
pany commencing  or  transact- 
ing life  assurance  business  to 
deposit  eitiier  (1)  £10,000  to 
be  invested  in  Government 
securities,  or  (2)  Government 
securities  of  value  of  £10,000. 
Such  deposit  to  be  solely 
security  for  all  policy-holders 

Sections  5  and  6. — Company  to 
receive  income  of  deposit ;  may 
increase  it ;  and  withdraw 
excess.  If  securities  lost,  &c.. 
Parliament  to  replace 

Section  7. — Treasurer  final  judge 
of  value  of  securities 


South  Aostialia. 


L 


1882    Act,    Section    67.— Public 
trustee 


1882  Act,  Section  34.— Com- 
panies Acts  apply  generally  to 
insurance  companies 


1882  Act,  Section  4.— Com- 
panies carrying  on  business 
of  life  assurance  within  South 
Australia  shall  deposit  with 
Public  Trustee  securities  to 
value  of  £5,000,  being  either — 
(1)  Mortgages  on  freehold  es- 
tate in  South  Australia  on 
which  money  advanced  does  not 
exceed  two-thirds  value  of 
estate ;  or  (2)  Title  deeds  or 
certificates  of  real  estate ;  or 
(3)  Bonds,  debentures,  or  other 
securities  issued  by  Government 
or  by  a  municipality,  provided 
that  a  local  company  shall  not 
be  required  to  deposit  more  than 
50  per  cent,  of  premiums 
actually  received  until  deposit 
amounts  to  £5,000 

Section  5. — Existing  companies  to 
make  deposit  within  one  year  of 
Act  coming  into  operation ; 
future  companies  to  made  de- 
posit within  twelve  months  of 
incorporation  or  registration. 
No  company  to  be  deemed  to 
carry  on  business  of  life  as- 
surance by  reason  only  of 
receiving  premiums  in  respect  of 
policies  issued  before  Act 

Section  6. — Company  to  send  in  to 
Public  Trustee  annual  verified 
returns  of  amounts  received  and 
paid  during  the  year  on  account 
of  policies  issued  in  South 
Australia,  and  (until  amount 
deposited  hereunder  and  under 
Section  4  shall  amount  to 
£20,000)  to  deposit  securities 
similar  to  those  mentioned  in 
Section  4  to  value  of  25  per  cent, 
of  excess  of  receipts  over  dis- 
bursements appearing  from  such 
returns 


Western  Australia. 


1889  Act,   Section   66.— Colonial 
Treasurer 


1889  Act,  Section  34.— Com- 
panies Acts  apply  generally  to 
insurance  companies 


1889  Act,  Section  4.— Every 
company  commencing  or 
carrying  on  business  of  life 
assurance  shall  deposit  with 
Treasurer  securities  to  value 
of  £10,000,  being  —  (1) 
Mortgages  of  freehold  estate  in 
Western  Australia  on  which 
money  advanced  does  not  exceed 
two-thirds  of  value  of  estate  ; 
or  (2)  Title  deeds  or  certificates 
of  real  estate ;  or  (3)  Bonds, 
debentures,  treasury  bUls,  or 
other  securities  issued  by  the 
Government  or  a  municipality  ; 
or  (4)  Deposit  receipt  of  an 
approved  bank  in  Western 
Australia,  moneys  to  be  on  fixed 
deposit  in  name  of  Treasurer, 
income  to  be  received  by 
company.  Provided  that  a 
local  company  shall  not  be 
required  to  deposit  more  than 
50  per  cent,  of  premiums 
actually  received  until  deposit 
amounts  to  £10,000 

Section  5. — Existing  companies  to 
make  deposit  within  one  year 
of  Act  coming  into  operation ; 
future  companies  to  make  de- 
posit within  six  months  of 
incorporation  or  registration. 
No  company  to  be  deemed  to 
carry  on  business  of  life  asssur- 
ance  by  reason  only  of  receiving 
premiums  in  respect  of  policies 
issued  before  Act 

Section  6. — Companies  to  send  in 
to  Colonial  Treasurer  annual 
verified  returns  of  amounts 
received  and  paid  during  the 
year  on  account  of  policies 
issued  in  Western  Australia ; 
and  (until  amount  deposited 
hereunder  and  imder  Section  4 


Tasmaida. 


No  provision 


1874  Act,  Section  7.— No 
company  to  grant  policies 
or  accept  premiums  unless 
registered  under  Act.  Pen- 
alty on  person  accepting 
premium  on  behalf  of  un- 
registered company — three 
years  or  £100 

Section  4. — Memorandum  in 
form  of  Schedule  1  to  be 
lodged  and  advertised 
before  registration 

Section  13. — Change  of  chair- 
man, director,  principal 
officer,  or  agent  to  be 
registered 

1889  Act,  Section  4.— Com- 
panies not  having  board  of 
directors  or  committee  of 
management  in  Tasmania 
may  be  registered  by  lodg- 
ing memorandum  in  form 
of  Schedule 

1874  Act,  Section  6.— Before 
accepting  premiums  com- 
pany shall  deposit  £5,000 
with  Treasurer,  to  be  in- 
vested in  approved  security 
indicated  by  company. 
Company  to  receive  income 
from    deposit.  Deposit 

returnable  when  life  as- 
surance fund  accumulated 
out  of  premiums  amounts 
to  £15,000 
1889  Act,  Section  5. — Foreign 
companies  must  make 
similar  deposit  of  £5,000, 
but  not  returnable 


F.5332. 


IM 


APPENDIX  F.— LIFE  ASSURANCE  LEGISLATION.. 


Headings. 


3.  Deposits  with  Go- 
vernment —  con- 
tinuei. 


4.  Periodical  returns 
to  be  made  to 
Government 


England. 


1870  Act,  Section  5. — Life  Comjianies. — 
Annual  revenue  account  in  form  of 
First  Schedule.  Annual  balance-sheet, 
in  form  of  Second  Schedule. 

Companies  carrying  on  life  and  other 
business. — Annual  revenue  accoimt, 
Third  Schedule.  Annual  balance-sheet 
Fourth  Schedule 

1870  Act,  Section  7. — Actuarial  investi- 
gation to  be  made  every  five  years  (or 
ten  years  in  case  of  company  estab- 
lishwi  before  the  Act),  abstract  thereof 
(Fifth  Schedule)  to  be  prepared 

Section  8. — Statement  of  life  and  annuity 
business  (Sixth  Schedule)  to  be  pre- 
pared within  nine  months  of  actuarial 
investigation.  If  company  makes 

investigation  annually,  may  prepare 
statement  at  any  time,  but  at  least 
once  in  every  three  years 

Section  9.— Board  of  Trade  may  alter 
forms 

Section  10. — Above  documents  to  be 
deposited  with  Board  of  Trade  within 
nine  months  of  dates  prescribed  for 
preparation 

Section  11.— Prmted  copies  to  sent  upon 
application  to  every  shareholder  and 
policy-holder  of  the  company. 

Section  16. — Deposited  dociunents  may 
be  inspected 

Section  17. — And  shall  be  receivable  in 
evidence 

Section  24. — And  shall  be  laid  before 
Parliament  annually 

1872  Act,  Section  3. — Even  though  they 
may  not  be  in  accordance  with  the 
requirements 


New  South  Walea. 


Victoria. 


1890  Act,  Sections  346-7.— Annual 
revenue  accounts  and  balance-sheets 
as  in  England 

Section  348.^Foreign  Companies. — 
Statement  of  number,  kinds,  and 
amounts  of  policies  in  force — (1)  in 
Victoria,  and  (2)  elsewhere — in  form  of 
Twentieth  Schedide 

Section  349. — Actuarial  investigation  to 
be  made  by  all  companies  at  least  every 
five  years.  Abstract  of  actuary's 
report  to*  be  in  form  of  Twenty-first 
Schedule  (as  amended  by  1903  Act) 

Section  350. — Within  nine  months  after 
investigation  company  to  prepare 
statement  of  life  assurance  and  annuity 
business  in  foim  of  Twenty-second 
Schedule 

Section  361. — Governor  in  Council  may 
alter  forms 

Section  352. — Statements  and  abstract 
to  be  signed,  printed,  and  deposited 
with  Registrar-General 

Section  353. — Copies  to  be  sent  to  share- 
holders, members  and  policy-holders 
in  Victoria 

Section  359. — May  bo  inspected,  and, 
Section  360,  received  in  evidence 

Section  381. — All  deposited  documents 
to  be  laid  before  Parliament  annually 
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COMPARATIVE  8TATEUENT— continued. 


Queeusl&nd. 


1901  Act,  Section  9.— Life  Com- 
panies.— (1)  Annual  revenue  ac- 
count, Second  Schedule ;  (2) 
Annual  balance  -  sheet.  Third 
Schedule 

Section  10. — Companies  doing  life 
and  other  business. — ( 1 )  Annual 
revenue  account,  Fourth  Sche- 
dule ;  (2)  Annual  balance-sheet, 
Fifth  Schedule 

Section  11. — Every  company  doing 
Life  Business.^Annual  state- 
ment of  policies,  showing  new, 
discontinued,  and  existing  poli- 
cies, and  progress  of  company. 
Sixth  Schedule 

Section  12. — Every  company,  at 
least  every  five  years,  to  make 
actuarial  investigation  by  actu- 
ary approved  by  Governor  in 
Council,  and  to  prepare  abstract 
of  result  in  form  of  Seventh 
Schedule 

Section  13.— Within  nine  months 
after  investigation  statement  of 
life  and  annuity  business  to  be 
prepared  in  form  of  Eighth 
Schedule.  If  investigation  made 
annually,  statement  to  be  pre- 
pared at  least  once  every  three 
years 

Section  14. — Governor  in  Council 
may  alter  forms 

Section  15. — All  abstracts  and 
statements  to  be  signed,  printed, 
and  deposited  with  Registrar- 
General 

Section  16. — Company  to  send 
copies  of  aU  deposited  docu- 
ments, without  fee,  to  every 
shareholder  and  policy-holder  in 
Queensland 

Section  47. — Returns  to  be  laid 
before  Parliament 

Section  48. — ^And  may  be  in- 
spected 

Section  49. — And  shall  be  receiv- 
able in  evidence 


South  Australia. 


Western  Australia. 


1882  Act,  Section  7. — If  securities 
lost,  etc..  Parliament  to  make 
good 

Section  8. — Company  may  deposit 
further  securities 

Section  9. — Company  to  receive 
income  from  securities,  and  may 
withdraw  same  on  timely  notice, 
and,  where  deposit  compulsory, 
on  substituting  equivalent 
securities.  Decision  of  Public 
Trustee  to  be  conclusive  as  to 
value  of  securities 

Section  10. — Securities  deposited 
are  primarily  charged  with  local 
liabilities 


1882  Act,  Section  16.— Life  Com- 
panies.— (1)  Annual  or  half- 
yearly  revenue  account  in  form 
of  First  Schedule.  (2)  Annual  or 
half  -  yearly  balance  -  sheet  in 
form  of  Second  Schedule 

Section  17. — Companies  carrying 
on  life  and  other  business. — (1) 
Annual  revenue  account.  Third 
Schedule.  (2)  Annual  balance- 
sheet.  Fourth  Schedule 

Section  18. — Foreign  companies 
in  addition  to  all  other  state- 
ments required,  shall  prepare 
annual  statement  of  policies  in 
force,  Fifth  Schedule 

Section  19. — Actuarial  investiga- 
tion to  be  made  at  least  once 
every  five  years  by  actuary 
approved  by  Public  Trustee. 
Abstract  of  actuary's  report  to 
be  prepared  in  form  of  Sixth 
Schedule 

Section  20. — Within  nine  months 
after  investigation,  company  to 
prepare  statement  of  life  and 
annuity  business  in  form  of 
Seventh  Schedule.  If  investiga- 
tion made  annually,  this  state- 
ment may  be  prepared  at  any 
time,  but  at  least  once  every 
three  years 

Section  21. — Foreign  companies 
whose  head  office  is  in  United 
Kingdom  may,  in  lieu  of  state- 
ment (Section  20)  and  abstract 
(Section  19),  deposit  with  Regis- 
trar of  Joint-Stock  Companies 
copies  of  those  deposited  with 
Board  of  Trade 

Section  22. — Governor  may  alter 
forms 

Section  23. — Above  documents  to 
be  signed,  printed,  and  deposited 
with  tlie  Registrar  of  Joint 
Stock  Companies 

Section  24. — Copies  of  documents 
deposited  to  be  sent  to  every 
shareholder,  member,  and 
policy-holder  in  South  Australia 

Section  43. — AU  deposited  docu- 
ments may  be  inspected 

Section  44. — May  be  received  in 
evidence 

Section   61. — And   shall   be   laid 

f'^before  Parliament  annually 


amounts  to  £20,000)  to  deposit 
securities  simlar  to  those  men- 
tioned in  Section  4  to  value  of 
25  per  cent,  of  excess  of  receipts 
over  disbursements  appearing 
from  such  returns 

Section  7. — If  securities  lost,  &c., 
Parliament  to  make  good 

Section  8. — Company  may  deposit 
further  securities 

Section  9. — Company  to  receive 
income  from  securities,  may 
withdraw  same  on  timely  notice, 
and,  where  deposit  compulsory, 
on  substituting  equivalent 
securities.  Decision  of  Trea- 
surer conclusive  as  to  value  of 
securities 

Section  10. — Securities  deposited 
primarily  charged  with  local 
liabilities 


1889  Act,  Section  16.— Life  Com- 
panies.— (1)  Annual  or  half- 
yearly  revenue  account  in  form 
of  First  Schedule.  (2)  Annual 
or  half-yearly  balance-sheet  in 
form  of  Second  Schedule 

Section  17. — Companies  carrying 
on  life  and  other  business. — (1) 
Annual  revenue  account.  Third 
Schedule.  (2)  Annual  balance- 
sheet.  Fourth  Schedule. 

Section  18. — Foreign  companies, 
in  addition  to  all  other  state- 
ments, required,  shall  prepare 
annual  statement  of  policies  in 
force.  Fifth  Schedule. 

Section  19. — Actuarial  investiga- 
tion to  be  made  at  least  once 
every  five  years  ;  abstract  of 
actuary's  report  to  be  prepared 
in  form  of  Sixth  Schedule 

Section  20. — Within  nine  months 
after  investigation  company  to 
prepare  statement  of  life  and 
annuity  business  in  form  of 
Seventh  Scliedule.  If  investi- 
gation made  annually  this 
statement  may  be  prepared  at 
any  time,  but  at  least  once  in 
every  three  years 

Section  21. — Foreign  companies, 
whose  head  office  or  principal 
place  of  business  is  not  in 
Western  Australia,  in  lieu  of 
statement  (Section  20)  and 
abstract  (Section  19)  may  de- 
posit copies  of  last  statement 
and  abstract  deposited  with 
Board  of  Trade  in  England 

Section  22. — Governor  may  alter 
forms 

Section  23. — Above  documents  to 

,  be  signed,  printed,  and  deposited 
with  Registrar  of  Joint  Stock 
Companies 

Section  24. — Copies  to  be  sent  to 
every  shareholder,  member,  and 
policy-holder  in  Western 
Australia 

Section  43. — Deposited  documents 
may  be  inspected 

Section  44. — May  be  received  in 
evidence 

Section  60. — And  shall  be  laid 
before  Parliament  annually 


Tasmania. 


1874  Act,  Sections  14  and  15. 
— Annual  revenue  accounts 
and  "balance-sheets  as  in 
England 

Section  16. — Foreign  com- 
panies, in  addition  to 
above,  statement  of  policies 
in  force.  Schedule  7 

Section  17. — Every  five  years 
at  least  actuarial  investiga- 
tion to  be  made,  and 
abstract  of  report  to  be 
made  in  form  of  Schedule  8 

Section  18. — Within  nine 
months  after  such  investi- 
gation, company  to  prepare 
statement  of  life  assurance 
and  annuity  business  in 
form  of  Schedule  9.  If 
investigation  made  annu- 
ally, such  statement  to  be 
prepared  at  least  once  in 
every  three  years 

Section  19. — Company  whose 
head  office  is  in  United 
Kingdom  may,  in  lieu  of 
above  documents,  deposit 
copies  of  statement  and 
abstract  deposited  with 
Board  of  Trade 

Section  20. — Governor  in 
Council  may  alter  forms 

Section  21. — Above  docu- 
ments to  be  signed,  printed, 
and  deposited  with  Regis- 
trar 

Section  22. — Copies  to  be  sent 
to  every  shareholder,  mem- 
ber, and  policy-holder  in 
Tasmania 

Section  28 — Deposited  docu- 
ments may  be  inspected, 
and  (Section  29)  received 
in  evidence,  and  (Section 
45)  shall  be  laid  before 
Parliament  annually 
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Headings. 


5.  Qualification        of 
actuary 


6.  Separation 
funds 


of 


7.  Supervision        by 
public  officers 


8.  Provisions 
publicity 


for 


9.  Statutory  standard 
of  solvency 


10.  Premiums  carrying 
liability     to    in- 


England. 


No  provision 


1870  Act,  Section  4. — Every  company 
doing  other  than  life  assurance  business 
to  keep  life  assurance  funds  separate  as 
security  absolutely  for  life  and  annuity 
policy-holders.  But  this  statutory 
exemption  from  other  liabilities  refers 
only  to  contracts  made  after  Act,  unless 
by  constitution  of  company  such 
exemption  already  exists  ;  and  Section 
4  does  not  apply  to  contracts  made  by 
existing  companies  bound  by  deed  of 
settlement  or  articles  of  association  to 
pay  all  profits  of  all  business  to  life 
policy-holders  when  liability  of  assured 
appears  upon  the  face  of  the  contracts. 
This  section  applies  to  companies  es- 
tablished before  1870  Act  (1872  Act, 
Section  2) 

1872  Act,  Section  1.— The  deposit 
(£20,000)  to  form  part  of  this  fund 


No    provision.        See    heading 
functions  of  Board  of  Trade 


4    for 


See  headings  2  and  4 

1870  Act,  Section  12. — Shareholders' 
address  book  to  be  kept  by  unregistered 
companies ;  copy  to  be  furnished  to 
shareholder  or  policy-holder  upon  pay- 
ment 

1870  Act,  Section  13.— Deed  of  settle- 
ment to  be  printed  by  unregistered 
companies  ;  copy  to  be  furnished  to 
shareholder  or  policy-holder  upon  pay- 
ment 

Companies  Ad  1862,  Section  44. — Every 
insurance  company  to  publish  annual 
statement  (D  in  First  Schedule)  show- 
ing : — Nominal  capital,  shares  issued, 
calls  made,  calls  received,  liabilities 
(classified),  assets  (classified) 


No  provision 


No  provision 


Victoria. 


No  provision 


As  in  England 


No  provision.    See  heading  4.     Governor  ' 
in  Council  may  alter  forms 


See  headings  2  and  4 

1890  Act,  Section  354.— Shareholders' 
address  book  to  be  kept  in  case  of 
proprietary  companies,  and  to  be  open 
to  inspection  by  shareholders  and 
policy-holders 

Section  355. — Companies  not  registered 
under  Part  I.  of  Companies  Act  I8!lii 
to  print  deed  of  settlement,  act,  or 
charter  of  incorporation,  and  to  furnish 
copies  to  shareholder  or  policy-holder 
for  a  fee  not  exceeding  2s.  6d. 


1890  Act,  Section  364.— Court  may 
order  company  to  be  wound  up  if 
proved  that  company  is  insolvent 

Section  367. — Upon  application  for 
winding  up,  value  of  policies  to  be 
estimated  according  to  Rule  in  Twenty- 
third  SchediUe 


1900  Act,  Section  18.— All  documents 
issued  by  company  carrying  on 
business  upon  any  principle  involving 
liability  on  the  part  of  the  assured  to 
pay  any  call,  levy,  or  assessment  in 
addition  to  the  fixed  premium,  shall 
contain  the  following  words  in  large 
type  and  distinctively  coloured  ink^ 
"  Assessment  Principle.  In  addition 
to  premiums  policy-holders  may  be 
liable  to  pay  calls,  levies,  or  assessments 
from  time  to  time."  Penalty  £60  for 
every  breach,  payable  to  any  person 
who  may  sue 
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QaeenslsDcL 


1901  Act,  Section  12.— Actuary 
making  investigation  to  be  ap- 
proved by  Governor  in  Council 


1901   Act,  Section  S.— As  in  Eng- 
land 


No  provision.  See,  however, 
heading  3  (Treasurer),  and 
headings  4  and  5  (Governor 
in  Council) 


See  headings  2  and  4  . . 

1901  Act,  Section  28. — Proprietary 
companies  to  keep  shareholders' 
address  book,  as  in  Victoria 

1901  Act,  Section  29. — Companies 
not  registered  under  Companies 
Acts  to  print  constitution  and 
furnish  copies  for  fee  to  share- 
holder or    policy-holder 


South  Aastialla. 


No  provision  . . 


1901    Act,    Section    24 As    in 

Victoria 


1882  Act,  Section  lO'.- Actuary 
making  investigation  to  be 
approved  by  Public  Trustee 


1882  Act,  Sections  14  and  15.- 
As  in  England 


See  heading  3. — 1882  Act,  Section 
9. — Public  Trustee  to  be  sole 
judge  of  value  of  deposited 
securities 

See  heading  5. — Section  19. — 
Actuary  making  investigation 
to  be  approved  by  Public 
Trustee 

See  heading  4. — Section  22. — 
Governor  may  alter  forms 

See  heading  1.— Section  67. — Duty 
of  Public  Trustee  to  secure  due 
observance  of  provisions  of  Act 

See  headings  2  and  4   . . 

1882  Act,  Section  35.— Share- 
holders' address  book,  as  in 
Victoria 

Section  36. — Unregistered  com- 
panies to  print  deed  of  settle- 
ment, etc.,  as  in  Victoria 


Western  Australia. 


No  provision 


1889  Act,  Sections  14  and  15.- 
As  in  England 


No  provision 


No  provision 


See  heading  3. — 1889  Act,  Section 
9. — Colonial  Treasurer  to  be  sole 
judge  of  value  of  deposited 
securities 

See  heading  4. — Section  22. — 
Governor  may  alter  forms 

See  heading  1. — Section  66. — 
Colonial  Treasurer  charged 
with  administration  of  legis- 
lation 


See  headings  2  and  4   . . 

1889  Act,  Section  35.— Share- 
holders' address  book,  as  in 
Victoria 

Section  36. — Unregistered  com- 
panies to  print  deed  of  settle- 
ment, &c.,  as  in  Victoria 


Tasmania. 


No  provision 


1874    Act,  Section  3. — As  in 
England 


No  provision.     See  heading  4 
(Governor  in  CounoU) 


No  provision 


No  provision 


See  headings  2  and  4 

1874  Act.  Section  23.— Share- 
holders' address  book,  as  in 
Victoria 

Section  24. — Company  not 
registered  under  Companies 
Act  to  print  deed  of  settle- 
ment, etc.,  and  to  furnish 
copies  on  application 


No  provision 


No  provision 
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Headings. 


11.  Service  of  process 
on  foreign  com- 
panies 


12.  Special  protection 
of  local  policy- 
holders 


EBgland. 


No  special  provision  relating  to  insurance 
companies 


No  provision 


New  Sonth  Wales. 


Vlctorl*. 


Companies  Act  1896,  Sections  70-72. — 
Company  formed  or  incorporated  out- 
side Victoria  shall,  within  twelve 
months  of  commencing  business  in 
Victoria,  register  with  Registrar-Gene- 
ral name,  copy  memorandum,  and 
articles  of  association,  name  and 
address  of  agent  in  Victoria,  and 
situation  of  office.  Penalty,  £5  per 
day.  Registered  agent  to  be  the 
pubUc  officer  of  the  company  and 
answerable  for  all  things  required  to  be 
done  by  company,  and  personally 
liable  to  penalties 

Section  73. — Notice  of  change  of  agent  or 
removal  of  office  to  be  given.  Notices 
to  be  addressed  to  registered  office 

Section  74. — Service  of  process  at  office 
or  on  registered  agent  to  be  deemed 
service  on  company 

Section  75. — No  company  deemed  to  be 
carrying  on  business  in  Victoria  by 
reason  only  of  investing  funds  in 
Victoria 


1890  Act,  Section  340. — Company  may 
register  as  (1)  having,  (2)  not  having, 
secured  local  assets 

1900  Act,  Section  2. — Company  registered 
as  not  having  secured  assets  may 
register  as  having  secured  assets 

1890  Act,  Section  342.--Registered 
secured  assets  primarily  charged  with 
local  liabilities.  Misapplication  of  such 
assets  declared  a  breach  of  trust  and 
a  misdemeanour.  Penalty,  three 
years  or  £500 

1890  Act,  Section  343. — Local  assets  of 
foreign  companies  primarily  charged 
with  local  liabilities 
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Qaeensland. 


No  special  provision  relating   to 
insurance  companies 


No  provision  . . 


South  Atutralia. 


1882  Act  Section  25.— Every 
foreign  company  before  doing 
business  in  South  Australia,  shall 
appoint,  in  writing,  a  resident 
general  agent  upon  whom  all 
process  may  be  served.  Such 
writing  to  contain  agreement  on 
part  of  company  that  service 
on  agent  of  same  validity  as 
service  on  company 

Section  26. — Copy  of  such  writing 
to  be  filed 

Section  27. — Agency  to  continue 
as  long  as  any  liability  out- 
standing in  South  Australia, 
and  not  to  be  revoked  until 
another  agent  duly   appointed 

Section  28. — Service  of  process 
notice,  &o.,  upon  agent  deemed 
sufficient  service  upon  principal 

Section  29. — No  person  to  act  as 
general  or  other  agent  of 
foreign  company  until  he  has 
complied  with  all  requirements 
of  Act.  Penalty  for  acting 
without  such  compliance  and 
for  procuring  payment  of  pre- 
miums, etc.,  by  fraudulent 
representations,  not  exceeding 
£250  for  each  offence 

Section  30. — Contracts  made  by 
foreign  company  without  com- 
plying with  Sections  25-29  valid 
and  binding  on  company,  but 
agent  liable  to  penalty  of  Section 
31  (?  Section  29),  and  company 
neglecting  to  appoint  and  keep 
appointed  an  agent  shall  not 
recover  premiums,  etc.,  from 
residents  of  South  Australia 

Sections  31  and  32. — See  heading 
28 


Western  Anatralia. 


1889  Act,  Sections  25-32.— Iden- 
tical with  corresponding  sections 
of  South  Australian  1882  Act 


1882  Act,  Section  10. — Securities 
deposited  to  be  primarily 
charged  with  local  liabilities 

Section  11. — Foreign  company  to 
keep  separate  account  of  local 
life  business  and  of  local  assets. 
If  company  becomes  bankrupt, 
or  is  wound  up,  entire  local 
assets  primarily  charged  with 
local  liabilities 

Section  13. — Person  committing 
breach  of  Section  11 — (1) 
Deemed  guilty  of  breach  of 
trust ;  (2)  Liable  to  replace 
amount  misapplied  ;  (3)  Liable 
to  penalty  of  three  years  or  £500 

Section  12. — Foreign  company 
adjudged  bankrupt  or  ordered 
to  be  wound  up  elsewhere  than 
in  South  Australia  may  be 
wound  up,  as  regards  local  assets 
and  liabilities,  upon  application 
of  any  policy-holder  or  share- 
holder. Proof  of  foreign 
bankruptcy  or  winding-up  order 
shall  be  conclusive  evidence 
that  company  unable  to  pay  its 
debts 


1889  Act,  Sections  10-13.— Iden- 
tical with  corresponding  sections 
of  South  Australian  1882  Act 


Tasmania. 


No  sjiecial  provision  relating 
to  insurance  companies 


1874  Act,  Section  8.— Com- 
any  to  be  registered  either 
as  having  or  as  not  having 
secured  local  assets 

Section  9. — Secured  assets 
may  be  increased 

Section  10. — Registered  se- 
cured assets  primarily 
charged  with  local  liabili- 
ties. Misapplication  of  such 
assets  declared  a  breach  of 
trust  and  a  misdemeanour. 
Penalty,  three  years  or 
£500 

Section  11. — Local  assets  of 
foreign  company  primarily 
charged  with  local  liabili- 
ties. If  foreign  company 
becomes  bankrupt  or  is 
ordered  to  be  wound  up 
abroad,  company  may,  as 
regards  Tasmanian  assets 
and  liabilities,  be  wound  up 
in  Tasmania ;  proof  of 
foreign  bankruptcy  or 
winding-up  to  be  conclusive 
evidence  that  company  un- 
able to  pay  its  debts 
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HeacUagB. 


13. — Protection  of 

policies   against 
creditors 


14.  Limitation  of 

contestability   of 
policies 


No  provision 


No  provision 


New  South  Wales. 


1902  Act,  Section  4.— Pro- 
perty and  interest  of  any 
person  in  policy  on  own 
life  or  on  life  of  other 
person  in  whose  life  he  is 
interested,  and  property 
and  interest  of  his  per- 
sonal representatives  in 
such  poUcy,  shall  be  ex- 
empt from  bankruptcy 
laws  and  from  seizure 
under  any  process 

Section  5. — No  protection 
until  policy  has  endured 
for  two  years  ;  after  two 
years,  £200  protected ; 
after  five  years,  £500 
protected ;  after  seven 
years,  £1,000  protected  ; 
after  ten  years,  £2,000 
protected 

Section  (>.' — Policy  for  an- 
nuity or  contributions 
made  toward  the  same 
not  protected  until  pay- 
ments have  extended 
over  six  years,  or  unless 
such  policy  was  pur- 
chased six  years  prior  to 
commencement  of  an- 
nuity, and  such  annuity 
does  not  exceed  £104  per 
annum 

Section  7. — Protection,  in 
case  of  annuity,  accrues 
only  to  benefit  of  actual 
annuitant,  and  only  to 
part  payable  after  age  50. 
In  case  of  endowment, 
only  for  benefit  of 
nominee*.  In  case  of  life 
insurance,  only  for  bene- 
fit of  personal  represen- 
tatives of  insured,  and  in 
no  case  for  any  assignee 
of  insured 


Victoria. 


1900  Act,  Section  3  (1).— Interest  of 
assured  in  policy  on  own  life  to  extent 
of  £1,000  not  liable  to  execution  or  in 
insolvency. 

Section  3  (2). — But,  upon  insolvency 
within  two  years  from  date  of  policy 
interest  of  assured  liable.  Provided 
that  he  or  person  authorized  by  him 
may  purchase  interest  up  to  £1,000  by 
paying  to  trustee  actual  amount  of 
premiums  paid  in  respect  of  such 
interest 

Section  3  (3). — Upon  death  interest  in 
whole  life  policy  completely  protected 
against  debts  unless  particularly  and 
expressly  made  liable  by  will ;  but  if 
death  occurs  within  four  years  of  date 
of  policy  such  interest  liable  to  debts  to 
extent  of  sum  equivalent  to  premiums 
paid  in  respect  of  excess  over  £1,000  , 

1903  Act,  Section  4. — Interest  in  endow- 
ment poUcies  protected  upon  death 
to  extent  of  £1,000  unless  particularly 
and  expressly  made  liable  by  wUl 

190O  Act,  Section  3  (4) — Voluntary 
settlements  of  policies  protected  to 
same  extent  as  policies; 

Section  3  (5). — Special  provision  for 
procedure  in  insolvency  when  policy 
exceeds  £1,000 


No  provision 
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QaeoDBland. 


1901  Act,  Section  18.— Interest  of 
assured  in  policy  on  own  life  not 
ito  be  made  available  for  payment 
fjof  debts  by  any  judgment  order 
liOr  process  of  any  Court.and  not  to 
j^pass  to  trustee  upon  insolvency. 
-(After    death,     policy     moneys 
J  protected    against    debts    and 
against  executor's  retainer,  ex- 
loept  in  case  of — ( 1 )  contract  or 
charge  made  by  assured  during 
•his  life;  (2)  express  direction  in 
;  will  that  policy  moneys  shall  bo 
applied  to  pay  debts.    Direction 
to  pay  debts,  charge  of  debts  on 
I  whole  or  part  of  estate,  trust  for 
payment  of  debts,  not  deemed 
such  an  express  direction.  But  if 
assured  dies  within  three  years  of 
date  of  policy,  amount  of   pre- 
miums paid,  with  5  per  cent,  in- 
terest,  shall     be    available    for 
debts.  And  when  premiums  cease 
in  less  than  seven  years,  this  sec- 
tion not  to  apply  (except  in  case 
of     death)     until     policy     has 
endured  for  at  least  three  years 


1901  Act,  Section  4. — Contains  a 
definition  of  indefeasible  policy, 
a  policy  which  upon  its  face  and 
in  accordance  with  a  recited  con- 
tract states  that  neither  it  nor 
bonus  additions,  &c.,  to  it  nor 
any  interest  in  it  shall  in  any 
way  during  currency  be  capable 
of  being  assigned,  sold,  encum- 
bered, surrendered,  disposed  of, 
or  in  any  way  diminished  or 
impaired 

Section  41 — No  assignment  or 
transfer  of  such  policy  to  be 
registered.  Company  shall,  at 
all  times  during  and  after 
termination  of  currency  of  such 
policy  (subject  to  provision  for 
payment  of  premiums  out  of 
surrender  value — Section  22)  be 
liable  for  full  amount  of  policy 
and  bonuses,  etc.,  until  duly 
discharged  from  such  liability 
j^pcording  to  law 


South  Aostralia. 


Policies  Proleclion  Act  1887. — 
Section  3. — Subject  to  limita- 
tions in  Section  4,  no  policy  on 
his  own  life  made  bond  fide  by 
any  person  shall  be  available  by 
execution  or  upon  insolvency 
for  his  debts  during  his  lifetime, 
or  on  his  death  unless  expressly 
mentioned  and  specially  di- 
rected by  will ;  but  such  policy 
shall  be  his  absolute  property, 
and,  on  death  (subject  to  any 
disposition  made  during  his  life) 
shall  be  held  in  trust  for 
legatee  or  for  persons  entitled 
upon  intestacy 

Section  4. — No  policy  shall  be 
protected  (1)  except  to  extent 
of  interest  and  property  of 
assured ;  (2)  nor  unless  has 
endured  for  at  least  two  years  ; 
(3)  and  not  more  than  £2,000  to 
be  protected  in  respect  of  one 
assured  person.  Policies  on  life 
of  one  person  obtain  protection 
in  sequence,  commencing  with 
oldest 


No  provision 


Western  Australia. 


Life  Assurance  Companies  Act 
1905,  Section  2. — Property  and 
interest  of  assured  in  policy  on 
his  own  life  not  to  be  available 
for  his  debts  during  his  lifetime 
or  after  his  death,  save  by  virtue 
of  contract  or  charge  made  in 
lifetime  or  express  direction  in 
will.  Direction  to  pay  debts, 
charge  of  debts  on  whole  or 
part  of  estate,  trust  for  pay- 
ment of  debts,  not  deemed  such 
a  direction.  But  if  assured  dies 
within  three  years  of  date  of 
policy,  sum  equivalent  to  pre- 
miums paid  with  interest  at 
Q  per  cent,  shall  be  available 
for  debts.  Protection  not  to 
apply,  except  in  case  of  death, 
until  after  two  years,  and  to 
apply  only  to  policies,  premiums 
on  which  are  payable  during 
lifetime  of  assured  or  during  ten 
years  at  least,  and  by  equal 
instalments  at  intervals  of  not 
more  than  a  year 


Tasmania. 


No  provision 


1885  Act,  Section  4.— Pro- 
perty and  interest  of  person 
in  policy  on  own  life  to 
extent  of  £1,000  and 
bonuses  not  to  be  available 
for  debts.  But  if  such 
person  becomes  bankrupt 
within  two  years  of  date  of 
policy,  the  policy  shall  pass 
to  his  trustee ;  and  if  ho 
dies  within  two  years,  sum 
equal  to  amount  of  pre- 
miums actually  paid  shall 
be  available  for  debts 

Section  5. — Where  there  are 
two  or  more  policies  as- 
suring more  than  £1,000  in 
the  whole,  holder  or  per- 
sonal representatives  to 
elect  to  which  policy  or 
parts  of  policies  protection 
shall  apply.  In  default  of 
such  election  within  four- 
teen days  after  notice, 
person  who  would  be  en- 
titled but  for  such  protec- 
tion shall  elect  and  may 
have  his  title  registered 
accordingly 

Section  6. — Title  to  policy — 
(1)  by  bankruptcy,  or  (2) 
und^r  will  or  intestacy,  or 
(3)  under  writ  of  execution, 
may  be  registered  with  the 
company  in  the  assignment 
register- book  ;  officer  to 
indorse  upon  policy  memo- 
randum of  title  in  form  in 
Schedule 

Section  7. — If  company  re- 
fuses to  register  title,  Judge 
may  compel 

Section  8. — Company  dis- 
charged from  all  liability 
arising  from  compulsory 
registration 

Section  9. — Company  not  to 
be  affected  by  notice  of 
unregistered  dealings 


No  provision 
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Headings. 


15.  Lost  policies 


16.  Payment  of  claims 
without  probate 
or  letters  of  ad- 
ministration 


17.  Assurances  on 

lives  of  minors* 


18.  Industrial 
ance 


England. 


No  provision 


Revenue  Act  1884,  47  &  48  Vic,  c.  62, 
)  Section  11,  as  amended  by  Revenue  Act 
1889,  52  &  53  Vic,  c.  42,  Section  19.— 
Notwithstanding  contrary  local  pro- 
visions, production  of  jirobate  or  letters 
of  administration  from  a  Court  in 
United  Kingdom  shall  be  necessary  to 
establish  right  to  personal  estate  in 
United  Kingdom.  Provided  that, 
where  policy  of  life  assurance  has  been 
effected  by  person  who  shall  die  domi- 
ciled elsewhere  than  in  United  Kingdom 
probate  or  letters  of  administration 
granted  in  United  Kingdom  not  neces- 
sary to  establish  right  policy  moneys. 
(Colonial  probates,  &c.,  may  be  sealed 
in  England  under  Colonial  Probates 
Act  1892) 


Provisions  in  Friendly  Societies  Acts  re 
payments  on  death  of  children,  limiting 
amount  payable,  to  whom  payable,  and 
requiring  certain  inquiries  to  be  made 
before  payment.  (Applied  to  indus- 
trial assurance  companies  by  Collecting 
Societies  and  Industrial  Assurance 
Companies  Act  1896) 


See  17.  This  Act  also  provides  for  notice 
before  forfeiture  of  policy,  written  con- 
sent before  transferring  policy  to 
another  company,  regular  general 
meetings,  annual  returns  to  be  filed, 
granting  of  exemption  from  provisions 
of  Act,  collectors  of  premiums  not  to 

■  hold  other  offices  in  sncietv  or  to  vote 
at  meetings 


New  Sonth  Wales. 


1902  Act,  Section  11.— If 
policy  lost  or  destroyed, 
companj'  may,  upon  such 
evidence  as  it  deems 
sufficient,  issue  a  special 
policy.  If  company  fails 
to  do  30  within  two 
months  after  request  in 
writing.  Judge  may  direct 
issue 

Section  12.  —  Advertise- 
ments to  be  published  at 
expense  of  applicant 

Section  13. — Special  policy 
to  be  available  for  same 
purposes  as  original.  To 
be  similar  to  original, 
and  to  state  why  it  is 
issued.  Issue    to    be 

entered  in  books  of  com- 
pany. After  issue  com- 
pany not  to  be  liable 
under  original  policy  if 
no  notice  of  assignment 
thereof  has  been  received 
prior  to  such  issue 


Victoria. 


Companies  Act  1890,  Section  380. — Upon 
evidence  deemed  sufficient  by  com- 
pany, company  may  issue  special 
policy  containing  copy  of  original ;  if 
company  fails  to  issue  within  one 
month,  Supreme  or  County  Court  may 
direct  issue  of  special  policy.  Reasons 
for  issuing  to  be  stated  on  special 
policy  and  in  books  of  company. 
Special  policy  to  be  available  for  all 
purposes  as  original.  One  month's 
notice  to  be  given  by  advertisement 
before  issuing.  Applicant  to  bear  all 
expenses  and  costs.  After  issue  of 
special  policy  company  not  to  be  liable 
under  original  policy  if  no  notice  of 
assignment  thereof  has  been  received 

Companies  Act  1900,  Section  7. — Similar 
provisions  for  loss  of  special  policy 


Companies  Act  1900,  Section  4. — When 
policy  on  deceased's  life  for  not  more 
than  £200,  company  may,  after  three 
months,  pay  amount  and  bonuses  to 
widow  or  widower  or  next  of  kin 
without  probate  or  letters  of  adminis- 
tration ^ 


No  provision  in  insurance  legislation 


No  provision 


*  U]t  Aiiurante  OompanUi  Act  1905  (Commonvealtb]  prescribes  amoont  payable,  person  to  wbom  parable,  and  conditions  re  certificates  of  death. 
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Act,  Section  44. — As  in 
Victoria,  save  that  advertise- 
ments required  only  where 
amount  of  policy  is  over  £50, 
and  that  application  cannot  be 
made  to  Court  until  after  six 
months  after  company  has 
failed  issue  special  policy 


1901  Act,  Section  39.— Where 
policy  moneys  not  exceeding 
£300  exclusive  of  profits  are  pay- 
able to  personal  representative 
of  deceased,  company  may  pay 
without  probate  or  letters  of 
administration,  to  husband, 
wife,  father,  mother,  chUd, 
brother,  sister,  nephew,  or  neice 
of  deceased,  or  to  any  jierson 
who  proves  that  he  is  entitled 
under  statutes  of  distribution 
or  entitled  to  take  out  probate 
or  letters  of  administration. 
Such  payment  discharges  com- 
pany. Company  may  require 
bond  for  due  application  of 
moneys 


1901  Act,  Section  20. — Minor  aged 
sixteen  or  upwards  may  insure 
own  life  with  full  rights  of 
policy-holder,  except  that  cannot 
assign 


1901  Act,  Section  25.— Industrial 
policies  not  to  be  forfeited  as 
against  assured  by  reason  of  de- 
fault in  payment  of  premium 
until  after — (a)  Service  of  notice 
stating  amount  due  or  payable 
fand  stating  that,  in  default  of 
payment  within  reasonable 
time  (not  less  than  30  days)  at 
specified  place  policy  will  be  for- 
feited ;  and  (6)  Default  in  pay- 
ment in  accordance  with  notice, 

Industrial  policy  defined. — One 
policy  only  issued  on  any  one 
life  for  amount  less  than  £100 
with  premiums  payable  at  in. 
tervals  of  less  than  three 
months,  or  contracted  to  be 
received  or  actually  received  by 
means  of  collectors 


South  Amtralla. 


1899  Act,  No.  725,  Section  2.— 
When  policy  lost  or  destroyed, 
company  may  issue  special 
policy  upon  statutory  declara- 
tion of  the  facts.  Company 
must  be  satisfied  of  truth  of 
declaration  and  of  hona  fides  of 
transaction 

Section  3. — If  company  fails  to 
issue  special  policy  within  one 
month  after  written  request. 
Judge  of  Supreme  Court  may 
direct  company  to  issue 

Sections  4-9. — Special  policy  to  be 
similar  to  lost  policy ;  to  be 
noted  with  reasons  for  issue  in 
company's  boolcs  ;  to  be  avail- 
able for  same  purposes  as 
original  policy  ;  to  be  issued  only 
after  advertisements,  applicant 
to  pay  costs  and  expenses ; 
costs  not  to  exceed  £2 

Section  10. — Original  policy,  if 
found,  to  be  cancelled 

Section  11. — Substituted  special 
policies  may  be  issued  if  special 
policy  lost  or  destroyed 


1882  Act,  Section  62.— Where 
policy  for  sum  not  exceeding 
£200,  if  no  probate  or  letters  of 
administration  taken  out  within 
three  months  after  death,  com- 
pany may  pay  to  widow  or  adult 
child 


No  provision  in  insurance  legisla- 
tion 


No  provision 


Western  Australia. 


1889  Act,  Section  67.— When  any 
policy  or  instrument  required 
to  be  registered  or  be  produced 
for  any  registration  is  lost  or 
destroyed,  manager  of  company 
may,  upon  such  evidence  and 
subject  to  such  conditions  as  he 
shall  think  fit,  issue  certified 
copy  of  such  policy,  and  may, 
vipon  such  conditions  as  he  shall 
see  fit,  effect  registration  not- 
withstanding such  loss  or  de- 
struction 

1905  Act,  Section  4.— Substanti- 
ally as  in  Victoria,  save  that 
advertisements  required  only 
where  amount  of  policy  is  over 
£100,  and  that  application 
cannot  be  made  to  Court  until 
after  six  months  .ifter  company 
has  failed  to  issue  special 
policy 


1889  Act,  Section  61.— Where 
policy  for  sum  not  ex'ceeding 
£200,  if  no  probate  or  letters  of 
administration  taken  out  within 
tjiree  months  of  death,  company 
may  pay  amount  to  widow  or 
adult  child 


No  provision  in  insurance  legisla- 
tion 


No  provision  . . 


TasmsBls. 


1906  Act,  Section  4.— Where 
policy  lost  or  destroyed, 
company  may  upon  such 
evidence  as  it  deems  sufli- 
cient,  issue  a  special  policy. 
Judge  may  order  issue  if 
company  fails  to  issue 
within  two  months  after 
request  in  writing 

Section  5. — Special  policy  to 
be  similar  to  lost  policy  and 
to  state  reasons  for  issue 

Sections  6  and  7. — Adver- 
tisements to  be  published, 
policy-holder  to  bear  costs 
and  expenses  unless  Judge 
otherwise  orders 

Section  i8. — Fact  of  issue  and 
reasons  therefor  to  be 
entered  in  books  of  com- 
pany 

Section  9. — Special  policy  to 
be  available  for  all  pur- 
poses, and  original  policy  to 
be  nuU  and  void 

Section  10. — If  special  policy 
lost  or  destroyed,  substi- 
tuted special  policy  may  bo 
issued 


1874  Act,  Section  39.— Upon 
death  of  holder  of  policy  on 
own  life  for  sum  not  ex- 
ceeding £250  (1889  Act, 
Section  3),  if  no  probate 
or  letters  of  administration 
be  taken  out  within  three 
months,  company  may  pay 
to  widow  or  adult  child 


No  provision     in     insurance 
legislation 


No  provision 
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Heading!. 


19.  Transfer  of  policies 
from  company's 
register  in  one 
country  to  an- 
other register 


England. 


No  provision 


20.  Provisions  for 

obviating  or  de- 
ferring forfeiture 
of  policies 


21.  Assignment 
policies 


of 


No  provision 


Policies  of  Assurance  Act  1867,  30  &  31 
Vic,  c.  144,  Section  1. — Any  assignee 
having  the  right  to  receive  or  give  a 
discharge  to  company  for  moneys  pay- 
able under  life  policy  may  sue  in 
own  name  therefor 

Section  3. — No  assignment  to  give  right 
to  sue  until  written  notice  of  assign- 
ment and  date  thereof  given  to  com- 
pany ;  priority  of  assignments  deter- 
mined by  priority  of  notice  ;  payment 
by  company  before  notice  valid  as 
against  assignee 

Section  4. — Assignment  may  be  by  duly 
stamped  indorsement  on  policy  or 
separate  instrument  in  form  in  Schedule 

Section  6. — Company  upon  request  and 
payment  of  fee  to  give  written  acknow- 
ledgment of  receipt  of  notice,  which 
is  conclusive  evidence  against  com- 
pany 


New  South  Wales. 


Vlctorta, 


1890  Act,  Sections  374-8. — May  be  made, 
if  company  think  fit,  at  request  of 
policy-holder.  Policies  to  be  treated 
in  Victoria  as  if  insured  in  the  country 
in  which  registered.  Policies  for  the 
time  being  on  the  Victorian  register  of 
any  company  to  be  treated  as  being  in 
force  in  Victoria  and  as  being  Victorian 
liabilities  of  the  company 


See  heading  24 


1890  Act,  Section  371.— To  be  by 
memorandum  in  statutory  form 
(Twenty  -  fifth  Schedule),  indorsed 
on  policy,  signed  by  transfer- 
ror and  transferee ;  assignment  not 
valid  until  registered  by  company 
after  notice  given  to  company.  Upon 
registration  assignee  may  sue  in 
own  name  and  give  discharge. 
Memorandum  duly  registered  to  be 
conclusive  evidence  of  registration 

Companies  Act  1900,  Section  6. — Such 
memorandum  to  be  conclusive  evidence 
that  transferee  is  absolute  owner  free 
from  trusts,  &c. ;  company  not  con- 
cerned to  inquire  into  circumstances  or 
consideration  of  transfer  or  to  see  to 
application  of  purchase  money,  or 
(save  as  hereafter)  to  be  affected  by 
notice  of  any  trust,  &c. 

Companies  Act  1890,  Section  372.— 
Mortgage  or  trust  of  policy  to  be  af- 
fected by  separate  instrument  and  no 
notice  thereof  to  be  entered  on  policy 
or  transfer.  Company  not  to  be 
affected  by  express,  implied,  or  con- 
structive notice  of  any  mortgage  or 
trust 

Companies  Act  1900,  Section  6. — But 
company  not  protected  against  mort- 
gage, trust,  &c.,  if  (1)  not  acted  in 
good  faith,  or  (2)  received  express 
notice  in  writing.  Upon  receipt  oi ' 
notice  may  pay  into  Court 
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Queensland. 


•  1901  Att,  Sectidil  46.— May  be 
made  on  request  of  policy-holder 
and  with  consent  of  company. 
Policies  transferred  from  Queens- 
land register  cease  to  be  subject 
to  laws  of  Queensland.  This 
section  is  retrospective 
Section  45. — Policies  on  Queens- 
land register  to  be  treated  as 
Queensland  assets  of  policy- 
liolders  and  as  Queensland 
liabilities  of  company,  and  to  be 
subject  to  laws  of  Queensland 


1901  Act,  Section  22.— No  policy  to 
lapse  whUe  premiums  and  in- 
terest due  can  be  paid  out  of  sur- 
render value  as  calculated  in  ac- 
cordance with  answer  to  ninth 
question  in  Eighth  Schedule 

Section  23. — When  last  day  of 
grace  for  paying  premium  falls 
on  Sunday  or  holiday,  premium 
to  be  payable  on  next  following 
day  not  being  Sunday  or 
holiday 

See  also  headings  18  and  24 


1901  Act,  Section  41. — No  assign- 
ment valid  unless  in  form  of  Sche- 
dule 11  and  registered.  Memoran- 
dum of  transfer  to  be  indorsed  on 
policy  and  registered  within  GO 
days  in  special  book  kept  by 
company.  Date  of  registration 
to  be  marked  on  policy.  Trans- 
feree has  all  powers  and  liabili- 
ties of  transferror  and  may  sue 
in  own  name ;  but,  in  ease  of 
mortgage,  transferror  and  trans- 
feree must  join  in  suing,  unless 
Court  otherwise  orders.  Receipt 
of  transferee  a  sufficient  dis- 
cliarge  to  company.  Produc- 
tion of  policy  indorsed  as  above 
to  be  conclusive  evidence  of 
registration  and  date  thereof. 
No  assignment  of  an  indefeas- 
ible policy  shall  be  registered, 
and  company  shall  be  always 
liable  thereon  until  discharged 
by  law  ;  but  Section  22  (re  pay- 
ment of  premiums  out  of 
surrender  value)  applies  to  such 
a  policy.     See  heading  14 

Section  42. — Mortgage  or  trust  to 
be  by  separate  instrument.  No 
notice  thereof  to  be  entered  on 
policy  (save  so  far  as  necessary 
in  "  consideration  "  column  of 
statutory  form  of  assignment 
for  purposes  of  stamp  duty). 
Company  not  affected  by  any 
notice — express,  implied,  or 
construotive^of  any  mortgage 
or  trust,  even  though  mentioned 
in  memorandum  of  transfer 


South  Australia. 


1899  Act,  Section  12.— A  policy  on 
South  Australian  register  to  be 
governed  in  all  respects  by  the 
laws  of  South  Australia  ;  but, 
if  comp'.ny  thinks  fit,  may  be 
transferred  to  register  of  com- 
pany in  anotlier  country  and 
thereafter  shall  be  treated  in 
Soutli  Australia  in  all  respects 
as  a  policy  issued  in  that  other 
country,  and,  in  particular, 
shall  be  treated  in  South  Aus- 
tralia as  governed  by  laws  of 
such  country  with  regard  to 
assignments  and  protection  from 
creditors 

Section  13. — A  policy  may  be 
transferred  to  South  Australian 
register  ;  policies  so  transferred 
to  be  governed^by  law  of  South 
Australia 

Section  I4|.— Company  to  pre- 
scribe modu'of  transfer 

Section  15. — Policies  on  South 
Australian  register  to  be  South 
Australian  liabilities 


1882  Act,  Section  47.— Every  life 
assurance  society  to  declare  the 
surrender  value  at  which  it  be- 
comes bound  to  accept  its  poli- 
cies. No  policy  shall  lapse  to  the 
society  for  non-paymeni  of  pre- 
miums so  long  as  premiums  and 
interest  in  arrear  are  not  in 
excess  of  the  surrender  value 


1882  Act,  Section  64. — Assignment 
may  be  made  by  indorsed  memo- 
randum of  transfer  in  form  of 
Tenth  Scliedule.  No  assignment 
to  be  valid  until  registered 

Section  .65. — Notice  of  assignment 
to  be  given  to  company. 
Assignment  to  be  registered  in 
special  book  and  date  of  regis- 
tration to  be  inserted  in  the 
memorandum,  which  shall  be 
signed  by  officer  of  company 
Thereafter  assignee  may  sue  in 
own  name  and  give  valid  dis- 
charge. Memorandum  so  signed 
to  be  conclusive  evidence  of 
registration  and  of  date  thereof 

Section  66. — Mortgage  or  trust  to 
be  by  separate  instrument. 
No  notice  thereof  to  be  entered 
on  policy.  Company  not  to  be 
affected  by  express,  implied,  or 
constructive  notice  of  mortgage 
or  trust,  or  to  be  concerned  to 
see  to  application  of  policy 
moneys 


Western  Australia. 


1889  Act,  Section  6(8.— All  policies 
for  the  time  being  on  the  local 
register  shall  be  treated  as  local 
assets  and  liabilities  of  the  com- 
pany on  whose  register  they  are, 
and  be  subject  in  every  respect  to 
the  laws  of  Western  Australia 

Sections  69-70. — Transfers  of  poli- 
cies may  be  made  at  request,  in 
writing,  of  policy-holder  and 
with  consent  of  company. 
Policy  transferred  from  local 
register  to  cease  to  be  subject 
to  local  laws 


1889  Act,  Section  47.— Every  life 
assurance  society  to  declare  the 
smrender  value  at  which  it 
becomes  bound  to  accept  its 
policies 


1889  Act,  Section  63. — Assignment 
may  be  by  memorandum  in- 
dorsed on  policy  in  form  of 
Tentii  Schedule.  No  such  assign- 
ment to  be  of  any  validity  until 
registered 

Section  64. — Notice  of  such  as- 
signment shall  be  given  to  com- 
pany and  registered  in  special 
book.  Date  of  registration  to  be 
inserted  in  memorandum,  which 
shall  be  signed  by  company's 
officer.  Thereafter  assignee  may 
sue  in  own  name.  Memorandum 
so  signed  to  be  conclusive 
evidence  of  registration  and  of 
date  thereof 

Section  65. — Mortgage  or  trust  to 
be  effected  by  separate  instru- 
ment. No  notice  thereof  to  be 
entered  upon  policy*.  Company 
not  to  be  affected  by  express, 
implied,  or  constructive  notice 
of  any  mortgage  or  trust,  or 
bound  to  see  to  application  of 
moneys 


Tasmania. 


No  provision 


No  provision 


1874  Act,  Section  41 . — Assign- 
ment may  be  by  memoran- 
dum of  transfer  indorsed  on 
policy  in  form  of  Schedule 
12.  No  assignment  of  any 
validity  until  registered. 
Notice  of  assignment  to  be 
given  to  qompany.  Assign- 
ment to  be  registered  in 
special  book  kept  by  com- 
pany ;  date  of  registration 
to  be  inserted  in  memoran- 
dum, which  shall  be  signed 
by  officer  of  company ; 
then  assignee  may  sue  in 
own  name.  Memorandum 
so  signed  shall  be  con- 
clusive evidence  of  regis- 
tration and  of  date  thereof 

Section  42. — Mortgage  or 
trust  to  be  effected  by 
separate  instrument ;  no 
notice  thereof  to  be  indorsed 
on  policy.  Company  not 
to  be  affected  by  express, 
implied,  or  constructive 
notice  thereof,  or  to  be 
concerned  to  see  to  appli- 
cation of  policy  moneys 

1886  Act,  Section  6.— Title  to 
policy  by  bankruptcy,  etc., 
may  be  registered'.  See 
heading  13 

Section  7. — If  company  re- 
fuses to  register  assign- 
ment, judge  may  compel 

Section  8. — Registration  so 
effected  shall  discharge 
company  from  all  liability 
for  consequences  thereof 
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APPENDIX  F.— LIFE  ASSUBANCE  LEQISLATION.- 


Headings. 


21.  Assignment  of 
policies  —  con- 
tinued. 


22.  Married  women  . . 


23.  Insurable  interest 


24*  Misstatement 
age 


Bnglaod. 


Married  Women's  Properly  Act  1882, 
Section  11. — Married  women  may 
insure  own  or  husband's  life  for 
separate  use.  Policy  of  husband  or 
wife  on  respective  lives  mjiy  be  reserved 
in  trust  for  the  other  and  for  children  ; 
protected  against  creditors,  except  in 
in  case  of  fraud.  Insured  may  appoint 
original  and  new  trustees.  Payable 
to  trustee ;  if  no  trustee,  to  legal 
representative.  Court  may,  if  neces- 
sary, appoint  trustee,  under  Trustee 
Act.  Receipt  of  trustee,  or,  in  absence 
of  trustee,  of  legal  personal  represen- 
tative of  insured  to  be  discharge  to 
oompcTiy 


Life  Assurance  Act  1774,  14  Geo.  III.  c. 
48. — -No  insurance  to  be  made  on  life  or 
other  event  (1)  unless  insured  has  an 
interest,  or  (2)  by  way  of  gaming  or 
wagering.  Assurances  made  contrary  to 
section  to  be  void.  No  insurance  on  life 
or  other  event  to  be  made  without  in- 
serting name  of  person  interested  or  for 
whose  use  or  on  whose  account  policy 
made.  No  more  to  be  recovered  from 
insurer  than  value  of  interest  of  in- 
sured in  life  or  other  event 


No  provision 


Kew  South  Wales. 


1902  Act,  Sections  8  and  9 
of  this  Act  with  section 
13  of  the  New  South 
Wales  Married  Women's 
Property  Act  1893  are 
equivalent  to  section  11 
of  English  Act  1882 

Section  10. — Subject  to  the 
provisions  of  any  policy 
referred  to  in  Section  8 
the  person  effecting  such 
an  insurance  shall  have 
l^ower  to  appoint  shares 
to  be  taken  by  bene- 
liciaries.  In  default  of 
such  appointment,  chil- 
dren shall  take  equal 
shares ;  if  wife  or  husband 
is  a  beneficiary,  she  or  he 
shall  take  whole  for  life 
and  children  equal  shares 
in  remainder 


14  Geo.  III.  c. 
England 


48.— As  in 


Victorts. 


Married    Women's    Property    Act    1890, 
Section  14. — As  in  England 


Instruments  Act  1890,  Sections  121-4.- 
As  in  England 


Companies  Act  1900,  Section  8. — Does 
not  avoid  policy  unless  made  in  bad 
faith  and  with  intention  to  deceive ; 
sum  payable  to  be  reduced  to  what, 
allowing  for  proper  premiums  and 
bonuses,  would  have  been  payable  if 
age  truly  stated 


I 
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Qneenslaod. 


1901  Aot,  Section  43. — Company 
need  not  see  to  application  of 
policy  moneys 


1901  Aot,  Section  19,  is  equiva- 
lent to  Section  11  of  Married 
Women's  Property  Act  (Eng- 
land) 1882  ;  but,  whOe 
English  provision  applies  only 
to  policy  on  own  or  husband's 
life,  Queensland  Act  adds 
"  any  life  wherein  she  has  an 
insurable      interest " ;  and 

special  provision  that  such 
policy  enjoys  the  protection 
against  creditors  given  by  Sec- 
tion 18  ;  and  when  policy  is  in 
fraud  of  creditors,  they  are 
entitled  not  only  to  amount 
equal  to  premiums  paid,  but 
also  to  5  per  cent,  simple 
interest  thereon 


No  information 


\ 


I.  Understatement.  — 1901  Act, 
Section21. — No  policy  to  be  de- 
clared void  by  a  company  by 
reason  only  of  understatement 
of  age  ;  but  company  may  either 
{ 1 )  reduce  amount  payable  under 
policy  in  prpportion  fixed  by 
comparing  premiimis  paid  with 
proper  premiums ;  or  (2) 
accept  payment  of  difference 
between  premiums  paid  and 
proper  premiums  with  5  per 
cent,  compound  interest,  upon 
assured  undertaking  to  pay 
proper  premiums  in  future. 
When  policy  three  years  old, 
burden  on  company  to  prove 
that  age  was  not  correctly 
stated.  Rights  under  Section  5 
Life  Assurance  Act  1879,  are 
saved.  This  section  provided 
that  age  shall  be  deemed  to  be 
admitted  by  company  after 
three  years,  except  in  case  of 
frand 

II,  Overstatement. — Section  26. 
— Upon  proof  to  company  of 
overstatement,  company  at  op- 
tion shall — (1)  increase  amount 
payable  in  proportion  to  over- 
payment of  premiums  ;     or  (2) 

'    repay  amount  overpaid 


South  Australia. 


Married  Women's  Property  Act 
1883,  Section  11.— As  in  Eng- 
land 


Western  Australia. 


Tasmania. 


Married  Women's  Property  Act 
1892,  Section  11.— As  in  Eng- 
land 


No  information 


No  information 


No  provision 


No  provision 


1885  Aot,  Section  9. — Except 
in  case  of  fraud,  company 
not  to  be  affected  by 
notice  of  any  interest 
whatsoever  except  such  as 
shown  by  indorsed  and 
registered  memorandum  of 
transfer  or  registered  title 
under  1885  Aot 


1885  Act,  Section  3.— General 
provisions  of  the  Married 
Women's  Property  Act  1883 
are  applied  to  policies 
standing  in  name  of  a 
married  woman 

Section  II  of  Married  Wo- 
men's PropeHy  Act  1883 
(Tasmania)  is  same  as 
Section  1 1  of  corresponding 
English  Act  1882 

1885  Act,  Section  3,  also  pro- 
vides that  the  fact  that,  at 
commencement  of  Act,  a 
policy  is  standing  in  sole 
name  of  a  married  woman 
shall  be  sufficient  primd 
facie  evidence  that  she  is 
beneficially  entitled  to  it 
for  her  separate  use 


No  information 


No  provision 
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Headings. 


25.  Payment  into 

Court  where  title 
is  in  doubt 


26  Amalgamation  of 
companies  or 
transfer  of  busi- 
ness 


27.  Winding  up 


Life  Assurance  Companies  (Payment  into 
Court)  Act  1896,  59  Vic.,  c.  8,  Section 
3. — Company  may  pay  into  Court 
.policy  moneys  in  respect  of  which,  in 
opinion  of  directors,  no  sufficient 
discharge  can  otherwise  be  obtained 

Section  i^ — Receipt  of  proper  officer  to  be 
a  sufficient  discharge 


1870  Act,  Section  14 Application  to  be 

made  to  Court  after  notice  by  adver- 
tisement in  Government  Gazette.  Court 
may  confirm  proposed  arrangement, 
if,  after  hearing  directors  and  other 
persons,  satisfied  that  no  sufficient 
objection  has  been  established. 
Following  documents  to  be  posted  to 
(i)  each  policy-holder  of  both  companies 
in  case  of  amalgamation,  or  (ii)  each 
policy-holder  of  transferred  companies 
in  case  of  transfer — (o)  statement  of 
nature  of  amalgamation  or  transfer ; 
(6)  abstract  containing  the  material 
facts  embodied  in  agreement  or  deed 
of  amalgamation  or  transfer  ;  (c)  copies 
of  actuarial  or  other  reports  upon  which 
such  agreement  or  deed  is  founded. 
Agreement  or  deed  to  be  open  for  in- 
spection for  period  of  fifteen  days  after 
issuing  above  abstract.  Court  not  to 
sanction  amalgamation  or  transfer  in 
case  of  dissent  by  policy-holders  repre- 
senting one-tenth  or  more  of  total 
amount  insured  in  any  amalgamating 
company  or  in  a  transferred  com- 
pany. No  amalgamation  or  transfer 
of  company  transacting  life  business 
to  take  place  unless  confirmed  by 
Court 

Section  15. — When  amalgamation  or 
transfer  takes  place  the  combined 
company  or  the  purchasing  company 
(as  the  case  may  be)  shall  within  ten 
days  of  completion  of  amalgamation 
or  transfer  deposit  with  Board  of  Trade 
certified  copies  of — (a)  statements  of 
assets  and  liabilities  of  the  companies 
concerned;  (6)  statement  of" nature 
and  terras  of  amalgamation  or  transfer  ; 

(c)  agreement  or  deed  affecting  same  ; 

(d)  actuarial  or  other  reports  upon 
which  agreement  or  deed  is  founded. 
Declaration  verifying  payments,  &c., 
also  to  be  filed 

1872  Act,  Section  7. — Abandonment  of 
claim  on  one  company  and  acceptance 
of  substituted  liability  of  other 
company  not  to  be  inferred  from  pay- 
ment of  premiums  to  other  company 
or  from  other  acts  unless  such  aban- 
donment or  acceptance  is  signified  in 
writing  signed  by  policy-holder  or  his 
authorized  agent 

1870  Act,  Section  21. — Winding  up  may 
be  ordered  upon  petition  of  one  or 
more  policy-holders  or  shareholders 
upon  proof  that  company  insolvent. 
Contingent  and  prospective  liabilities 
to  be  taken  into  account  in  determining 
whether  company  insolvent.  Petition 
not  to  be  heard  until  security  for  costs 
given  and  primd  facie  case  established 

Where  proprietary  company  has  uncalled 
capital  of  amount  sufficient  with  future 
premiums  to  make  up  actual  invested 
assets  equal  to  estimated  liabilities, 
Coiurt  shall  suspend  proceedings  to 
enable  call  to  be  made  ;  if  sufficient 
amount  not  thereby  realized.  Court  to 
make  an  order  as  if  company  proved 
\     insolvent 


New  South  Wales. 


Victoria. 


1903  Act,  Section  6.— Upon  receipt  of 
notice  of  any  trust,  right,  &c.,  of  any 
person,  company  may  pay  policy 
moneys  into  Supreme  Court.  Such 
moneys  to  be  paid  out  to  such  person 
as  Court  may  order 


1890  Act,  Sections  356-8.— As  in  England, 
with  following  modifications  : — Four- 
teen days'  notice  to  be  given  by 
Gazette  advertisement.  Documents  to  be 
posted  so  as  to  be  delivered  fourteen 
days  before  day  of  application. 
Notice  of  the  application  to  be  sent  to 
policy-holders.  Dissent  must  be  by 
policy-holders  representing  one-fifth  of 
amount  insured.  Registrar-General 
substituted  for  Board  of  Trade 


1890  Act,  Sections  364-7.— As  in  England, 
save  that  that  petition  must  bo  made 
by  five  or  more  policy-holders  or  share- 
holders 
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Queensland. 


l'.K)l     Act,    8octii)ii     to.— As    in 
JOnarlaiid 


I'JDl  Act,  SectioiLS  30-32.— 
As  in  England,  with  follow- 
ing modifications : — Fourteen 
days'  notico  to  be  given 
by  Gazette  advertisement.  Docu- 
ments to  be  posted  so  as 
(o  be  delivered  30  days  before 
ilay  of  application.  Notice  of 
application  to  be  sent  to  policy- 
holders. Court  may  grant  ap- 
])lication  (for  amalgamation, 
&c.)  if  satisfied  that  tlie  subject- 
matter  of  the  application  has 
.ilready  been  sanctioned  by  the 
Supreme  Court  of  any  part  of 
His  Majesty's  Dominions  where 
substantially  tlie  same  proceed- 
ings are  prescribed  by  law  as 
those  prescribed  by  this  Act 


1901  Act,  Sections  33-6.— Ap- 
plication to  be  by  ten  or 
more  policy  -  holders  whose 
[lolicics  have  subsisted  for 
at  least  one  year,  or  by 
sliareholders  of  the  company 
nssuK'd  to  at  least  .£1,(MX)  in  the 

i^gregatc.  Otlicrwiso,  provisions 

IS  in  England 


South  Australia. 


No  provision 


1882  Act,   Sections  :i7-41.- 
Viotoria 


-As  in 


1882  Aet,  Sections   49-58. 
Victoria 


-As  in 


■Western  Australia. 


No  provision  . . 


1889  Act,  Sections  37-42. 
Vietoriii 


-As  in 


Ta.smania. 


No  provision 


1874  Act,  Sections  25-27.- 
As  in  Victoria 


1889  Act,  Sections  49-57.— As  in 
Victoria.  Section  58. — When 
company  is  being  wound  up,  the 
official  licpiidator,  in  case  of  all 
persons  appearing  by  the  books 
of  the  company  to  be  entitled  to 
or  interested  in  policies  granted 
by  the  company,  is  to  ascertain 
the  values  of  such  policies,  and 
give  notice  of  such  values  to  such 
persons  ;  any  person  to  whom 
notice  is  so  given  shall  be  bound 
by  the  value  so  ascertained, 
unless  he  give  notice  of  his 
intention  to  dispute  such  value 
in  manner  and  within  a  time  to 
be  prescribed  by  a  rule  or  order 
of  the  Court 


1874  Act,  Sections  33-0.- 
in  ^■ictoria 


-As 


F.5332. 
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Ucadings. 


27.  Winding  uj)- 
Unued. 


28.  Penalties 


England. 


1872  Act,  Section  4 Where  the  business 

of  one  company  has  been  transfeiTed 
to  anotlicr  company,  Court  may  order 
the  former  (subsidiary)  company  to  be 
wound  up  with  the  latter  (principal) 
company,  regard  being  paid  to  the 
rights  of  members  of  the  several  com- 
jianies  among  themselves  and  to  the 
arrangements  between  the  companies. 
Subsidiary  company  not  to  be  so  wound 
up  unless,  after  hearing  objections. 
Court  is  of  opinion  that  the  company 
is  subsidiary,  and  that  sueh  winding 
up  is  just  and  equitable 

1870  Act,  Section  22 — Where  company 
proved  insolvent.  Court  may,  subject 
to  just  terms  and  conditions,  reduce 
amount  of  contracts  instead  of  making 
winding-up  order 

1872  Act,  Section  5. — In  winding  up  a 
company  policies  to  be  valued  by  rule 
in  Krst  Schedule 


1870  Act,  Section  18. — Default  under 
Act,  £50  per  day  during  which  default 
continues.  If  default  continues  for 
three  months  after  notice  by  Board  of 
Trade,  Court  may  order  winding  up 
upon  application  of  one  or  more  policy- 
holders or  shareholders 

Section  19. — False  statements,  &c.,  £50 


Victoria. 


1800  Act,  Section  361.— Default  in  com- 
plying with  Act  continued  foi'  three  days 
after  notice  by  Registrar-General  or  any 
person  interested,  £50  per  day  during 
which  default  continues.  If  registered 
company  continues  in  default  for  three 
months  after  notice  by  Treasurer,  diJy 
advertised.  Court  may  order  winding 
up  upon  application  of  one  or  more 
policy-holders  or  shareholders 

Section  362. — False  statements,  etc. 
three  years  or  £100 

Sec  also  under  heading  12 
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(iiiceusland. 


1901  Act,  Section  50.— Default  in 
complying  with  Act,  £50  per  day 
on  company  and  every  person 
acting  as  director,  manager, 
or  agent — all  severally  liable. 
Default  by  registered  company 
for  three  months  ;  winding  up 
as  in  Victoria 

Section  51. — Penalties  recoverable 
before  justices,  who  may  direct 
part  to  be  applied  to  costs ; 
subject  to  such  directions, 
penalties  to  be  paid  into 
Treasury 

Section  17. — Penalty  on  offlcors, 
&c.,  unregistered  foreign  com- 
pany, £250 

See  also  beading  2 


South  Australia. 


1882  Act,  Section  13.— -Misappli- 
cation, etc.,  of  local  assets  of 
foreign  company.  Sec  heading 
12 

Sections  29-30. — Non-compliance 
with  Act  by  foreign  company. 
See  heading  11 

Section  31. — Company  making 
default  in  complying  with  Act 
not  only  liable  to  penalties  of 
Section  44  {':  Section  45),  but 
may  also,  if  default  has  con- 
tinued for  three  months,  be 
prohibited  from  transactuig 
local  business  either  absolutely 
or  for  a  time,  as  Governor  may 
think  fit 

Section  32. — Such  prohibition  to 
be    advertised.  Penalty    for 

breach  of  prohibition,  on  com- 
pany and  agent  respectively, 
£250 

Section  45. — Continued  default  for 
seven  days  after  notice  by 
registrar  or  person  interested, 
£50  per  day  during  which  default 
continues ;  in  case  of  foreign 
company,  general  agent  liable 
as  well  as  company  ;  in  case  of 
registered  company,  if  default 
continues  for  three  months  after 
notice  by  Treasurer  duly  adver- 
tised, Court  may  order  winding 
up  upon  application  of  one  or 
more  policy-holders  or  share- 
holders 

Section  46. — False  statements,  &c., 
three  years  or  £500 


Wcstorn  Australia. 


1889  Act,  Section  13.— Misappli- 
cation, etc.,  of  local  assets  of 
foreign  companies — amount  to 
be  replaced.  Penalty :  three 
years  or  £500 

Section  31. — If  it  be  made  to 
appear  to  Governor  that  default 
in  complying  with  Act  has 
continued  for  three  months, 
then,  in  addition  to  penalties  of 
Section  44  (?  Section  45), 
Governor  may  prohibit  com- 
pany from  transacting  business 
within  Western  Austiaha,  either 
absolutely  or  for  a  time 

Section  32. — Such  prohibition  to 
be  advertised.  Company  or 
agent  acting  in  contravention  of 
prohibition  liable  respectively 
to  penalty  of  £250 

Section  45. — Default  in  complying 
with  Act  continued  for  seven 
days  after  notice  by  registrar  or 
any  person  interested  involves 
penalty  of  £50  per  day ;  foreign 
companies'  agent  liable  as  well 
as  company  ;  registered  com- 
panies, Court  may  order  winding 
up  upon  three  months'  con- 
tinuance of  default  after  duly 
advertised  notice  by  Colonial 
Treasurer 

Section  46. — False  statements,  etc. 
Penalty :  three  years  or  £600 


Tasmania. 


1874  Act,  Section  7. — Ac- 
cepting premiums  for  un- 
registered company,  three 
years  or  £100 

Section  30. — Continued  do- 
fault  in  complying  with 
provisions  of  Act  for  thi-eo 
days  after  notice,  £60  per 
day.  Registered  company, 
it  default  continues  for 
three  months  after  duly 
advertised  notice  by  Trea- 
surer, company  may  be 
wound  up  upon  application 
of  one  or  more  policy- 
holders or  shareholders 

Section  31. — False  statements, 
etc.,  three  years  or  £100 

1889  Act,  Section  6.— Solicit- 
ing, accepting,  or  receiving 
from  any  person  resident 
in  Tasmania  any  proposal 
to  become  a  polioy-holder, 
or  to  effect  an  assurance 
upon  the  life  of  any  person 
in  Tasmania  in  an  un- 
registered company,  three 
years  or  £100 

And  see  also  heading  12, 
1874  Act,  Sections  8  and  10 
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APPENDIX   G.— SCHEDULES  TO  ENGLISH  ACTS  OF  1870-72. 


(a)  1870  Act. 


I.— FIRST  SCHEDULE. 


Eevenue  Account. 
(i.)  Receipts — 

Amouut  of  funds  at  the  beginning  of  the  year. 

I'remiums. 

ConBideration  for  annuities  granted. 

Interest  and  dividends. 

Other  receipts  (accounts  to  be  specified). 

(ii.)  Mxpenditure — 

Claims  under  policies  (after  deduction  of  sums  re-assured). 

Surrenders. 

Annuities. 

Comraissiou. 

Expenses  of  management. 

Dividends  and  bonuses  to  shareholders  (if  any). 

Other  payments  (accoiints  to  be  specified). 

Amount  of  funds  at  the  end  of  the  year,  as  per  Second  Schedule. 

NOTB  1. — Companies  having  separate  accunnts  for  annuities  to  return   the  particulars  of  their 
annuity  business  in  a  separate  statement. 

Note  2. — Items  in  this  and  in  the  accounts  in  tlie  Third  and  Fifth  Schedules  should  be  tlie  net 
amounts  after  the  deduction  of  the  amounts  paid  and  received  in  respect  of  re-assurances. 


II.— SECOND  SCHEDULE. 


Balance-sheet. 


(i.)  Liabilities — 

Shareholders'  capital  paid  up  (if  any). 

Assurance  fund. 

Annuity  fund  (if  any). 

Other  funds,  if  any,  to  be  specified. 

Total  funds  as  per  First  Schedule. 

Claims  admitted  but  not  paid.* 

Other  sums  owing  by  the  company*  (accounts  to  be  specified). 

•  Note. These  items  are  included  in  the  corresponding  items  in  the  First  Schedule. 
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T I.— SECOND  fiCliEUll LK—contmHed. 

(ii.)  AssetK — 

Mortgages  on  property  witiiin  the  United  Kingdom. 
Mortgages  on  property  out  of  tiie  United  Kingdom. 
Loans  on  the  company's  policies. 

Investments — 

In  British  Government  secnrities. 

Indian  and  Colonial  Government  securities. 

Foreign  Government  secnrities. 

Railway  and  other  debentures  and  debenture  stocks. 

Railway  shares  (preference  and  ordinary). 

House  property. 

Other  investments  (to  be  specifiedX 
Loans  upon  personal  security. 
Agents'  balances. 
Outstanding  premiums. 
Outstanding  Interest. 

Cash — 

On  deposit. 

In  han<l  and  on  current  account. 
Other  assets  (to  be  specified). 


IIL— THIRD  SCHEDUL?:. 


Revende  Accounts. 

{N^o,  1). — Life  Assurance  Account, 
(i.)  Iteceipts — 

Amount  of  life  assurance  fund  at  the  beginning  of  the  year. 

Premiums,  after  deduction  of  re-assurance  premiums. 

Consideration  for  annuities  granted. 

Interest  and  dividends. 

Other  receipts  (accounts  to  be  specified). 

(ii.)  Expenditure — 

Claims  under  life  policies  (after  deduction  of  sums  re-assured). 

Surrenders. 

Annuities. 

Commission, 

Expenses  of  management. 

Other  payments  (accounts  to  be  specified). 

Amount  of  life  assurance  fund  at  the  end  of  the  year  as  per  Fourth  Schedule. 

NoTB. — Companies  having  separate  accounts  for  annuities  to  return  particulars  of  their  annuity 
business  in  a  separate  statement. 

{No  2). — Fire  Account. 
(i.)  Receipts — 

Amount  of  fire  insurance  fund  at  the  beginning  of  the  year. 
Premiums  received,  after  deduction  of  re-assurances. 
Other  receipts  to  be  specified. 

(ii.)  Expenditure — 

Losses  by  fire  after  deduction  of  re-assurauces. 

Expenses  of  management. 

Commission. 

Other  payments  to  be  specified. 

Amount  of  fire  insurance  fund  at  the  end  of  the  year  as  per  Fourth  Schedule. 

Note. — When  Marine  or  any  other  branch  of  business   is  carried  on   the  income  and  expenditure 
thereof  to  be  in  like  manner  stated  in  a  separate  account. 
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III— THIRD  SCHl^DVLK— continued. 

(A'o.  3). — Profit  and   Loss  Account. 


(i.)  Receipta- 


Balauce  of  last  year's  account. 

Interest  and  dividends  not  carried  to  other  accounts. 

Profit  realized  (accounts  to  be  specified). 

Other  receipts. 

(ii.)  Expenditure — 

Dividends  and  bonuses  to  shareholders. 
Expenses  not  charged  to  other  accounts. 
Loss  realized  (accounts  to  be  specified). 
Other  payments.  , 

Balance  as  per  Fourth  Schedule. 

Note. — This  account  is  not  required  if  the  items  have  been  incorporated  in  the  other  accounts  of 
this  schedule. 


IV.— FOURTH  SCHEDULE. 


Balanck-sheet. 

(i.)  Liabilities — 

Shareholders'  capital. 

General  reserve  fund  (if  any). 

Life  assurance  fund.* 

Annuity  fund  (if  any).* 

Fire  fund. 

Marine  fund. 

Profit  and  loss  (if  any). 

Other  funds,  if  any,  to  be  specified. 

Claims  under  life  policies  admitted  but  not  yet  paid.* 

Outstanding  fire  losses. 

Outstanding  marine  losses. 

Other  sums  owing  by  the  company  (accounts  to  be  specified). 

*If  the  life  assurance  fund  is,  in  accordance  with  section  4  of  this  Act,  a  .separate  trust  fund  for  the 
sole  security  of  the  life  policy-holders,  a  separate  balance-sheet  for  the  life  branch  may  be  given  in  the 
form  contained  in  Schedule  2.  In  other  respects  the  company  is  to  observe  the  aljove  form.  See  also 
note  to  Second  Scliediile. 

(ii  )  Assets —  . 

Mortgages  on  property  within  the  United  Kingdom. 
Mortgages  on  property  out  of  the  United  Kingdom. 
Loans  on  the  company's  policies. 

Investments — 

In  British  Government  securities. 

Indian  and  Colonial  securities. 

Foreign  securities. 

Railway  and  other  debentures  and  debentifre  stocks. 

Railway  shares  (preference  and  ordinary). 

House  property. 

Other  investments  (to  be  specified). 
Loans  upon  personal  security. 
Agents'  balances. 
Outstanding  premiums. 
Outstanding  interest. 

Cash — 

On  deposit. 

In  hand  and  on  current  account. 
Other  assets  (to  be  specified). 
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v.— FIFTH  SCHEDULE. 


Statembnt  respecting  the  Valuation  op  the  Liabilities  under  Life  Policies  and  Annuities 

TO  be  made  by  the  Actuary. 

{The  answers  should  be  numbered  to  accord  with  the  numbers  of  corresponding  questions.) 

1.  The  date  up  to  which  the  valuation  is  made. 

2.  The  principles  upon  which  the  valuation  and  distribution  of  profits  among  the  policy-holders 
are  made,  and  whether  these  principles  were  determined  by  the  instrument  constituting  the  company,  or 
by  its  regulations  or  by-laws,  or  otherwise. 

3.  The  table  or  tables  of  mortality  used  in  the  valuation. 

4.  The  rate  or  rates  of  interest  assumed  in  the  calculations. 

5.  The  proportion  of  the  annual  premium  income,  if  any,  reserved  as  a  jirovision  for  future  expenses 
and  profits.     (If  none,  state  how  this  provision  is  made.) 

6.  The  consolidated  revenue  account  since  the  last  valuation,  or,  in  case  of  a  company  which  has 
made  no  valuation,  since  the  commencement  of  the  business  (This  return  should  be  made  in  the  form 
annexed.) 

7.  The  liabilities  of  the  company  under  life  policies  and  annuities  at  the  date  of  the  valuation, 
showing  the  number  of  policies,  the  amount  assured,  and  the  amount  of  premiums  payable  annually  under 
each  class  of  policies,  both  with  and  without  participation  in  profits  ;  and  also  the  net  liabilities  and  assets 
of  the  company,  with  the  amount  of  surplus  or  deficiency.  (These  returns  should  be  made  in  the  forms 
annexed.) 

8.  The  time  during  which  a  policy  must  be  in  force  in  order  to  entitle  it  to  share  in  the  profits. 

9.  The  results  of  the  valuation,  showing — 

(i.)    The  total  amount  of  profit  made  by  the  company. 

(ii.)  The  amount  of  pre^fit  divided  among  the  policy-holders,  and  the  number  and  amount  of 
the  policies  which  participated. 

(iii.)  Specimens  of  bonuses  allotted  to  policies  for  £100,  effected  at  the  respective  ages  of 
20,  30,  40,  and  50,  and  having  been  respectively  in  force  for  five  years,  ten  years, 
and  upwards,  at  intervals  of  five  years  respectively,  together  with  the  amounts 
apportioned  under  the  various  modes  in  which  the  bonus  might  be  received. 


(Form  referred  to  under  heading  No.  6  in  the  Fifth  Schedule). 

Consolidated  Revenue  Account. 
(i.)  Receipts — 

Amount  of  funds  on the  beginning  of  the  year. 

Premiums  (after  deduction  of  re-assurance  premiums). 

Consideration  for  annuities  granted. 

Interest  and  dividends. 

Other  receipts  (accounts  to  be  specified).    . 

(ii.)  Expenditure — 

Claims  under  policies  (after  deduction  of  sums  re-assured). 

Surrenders. 

Annuities. 

Commission. 

Expenses  of  management. 

Dividends  and  bonuses  to  shareholders  (if  any). 

Other  payments  (accounts  to  be  specified). 

Amount  of  fimds  on  —  the  end  of  the  period,  as  per  First  (or  Third)  Schedule. 


(Form  referred  to  under  heading  No.  7  in  Fifth  Schedule.) 

(a)  Description  of  Transactions — 

ASSURANCES. 

I.  With  participation  in  profits  : — 
For  whole  term  of  life. 
Other  classes  (to  be  specified). 
Extra  premiums  payable. 
Total  Assurances  with  profits. 

II.   Without  participation  in  profits  : — 
For  whole  term  of  life. 
Other  classes  (to  be  specified). 
Extra  premiums  payable. 
Total  Assurances  without  profits. 
Total  assurances. 
Deduct  re-assurances. 
Net  amount  of  assurances. 
Adjustments,  if  any. 
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ANNUITIES. 

Immediate. 

Other  classes  (to  be  specified). 


Total  of  the  results. 

{!>)   I'nrticulnrs  of  the  Policies  for   Viilualion — 

Number  of  policies.  / 

Sums  assured  and  bonuses. 

Office  yearly  premiums. 

Net  yearly  premiums,  if  ascertained. 

(c)    Valuation — 

Values  by  the         Table  Interest         per  cent. 

Sums  assured  and  bonuses. 

Office  yearly  premiums. 

Net  yearly  premiums,  if  computed. 

Net  liability. 

The  term  "extra  premium"  in  this  Act  shall  be  taken  to  mean  the  charge  for  any  risk  not 
provided  for  in  the  minimum  contract  premium.  If  policies  are  issued  in  or  for  any  country  at  rates  or 
premium  deduced  from  tables  other  than  the  European  mortality  tables  adopted  by  the  company,  separate 
schedules  similar  in  form  to  the  abore  must  be  furnished. 


(Form  referred  to  under  heading  No.  7  in  Fifth  Schedule). 
Valuation  Balanck-shekt. 

"  To  net  liability  under  Assurance  and  Annuity  transactions  (as  per  summary   statement  provided 

in  Schedule  5). 
To  surplus,  if  any. 

(ii.)  Cr  — 

By  life  assurance  and  annuity  funds  (as  per  balance-sheet  under  Schedule  2  or  4). 
By  deficiency,  if  any. 


VI.— SIXTH  SCHEDULE. 


STATKME^T     OF     LiFE     ASSCBANCE     AND     ANNUITY     BUSINESS. 

(The  answers  sheuld  be  numbered  to  accord  ivith  the  numbers  of  the  corresponding  questions.  Statements 
of  re-assurance  corresponding  to  the  statements  in  respect  of  assurances  under  headings  2,  3,  4,  5,  and  6 
are  to  be  given.) 

1.  The  published  table  or  tables  of  premiums  for  assurances  for  the  whole  rerm  of  life  which  are 
in  use  at  the  date  above  mentioned. 

2.  The  total  amount  assured  on  lives  for  the  whole  terra  of  life,  which  are  in  existence  at  the  date 
above  mentioned,  distinguishing  the  portions  assured  with  and  without  profits,  stating  separately  the  total 
reversionary  bonuses  and  specifying  the  sums  assured  for  each  year  of  life  from  the  youngest  to  the  oldest 
ages. 

3.  The  amount  of  premiums  receivable  annually  for  each  year  of  life,  after  deducting  the  abate- 
ments made  by  the  application  of  bonuses,  in  respect  of  the  respective  assurances  mentioned  under  heading 
No.  2,  distinguishing  ordinary  from  extra  premiums. 

4.  The  total  amount  assured  under  classes  of  assurance  business,  other  than  for  the  whole  term  of 
life,  distinguishing  the  sums  assured  under  each  class,  and  stating  separately  the  amount  assured  with  and 
without  profits,  and  the  total  amount  of  reversionary  bonuses. 

5.  The  amount  of  premiums  receivable  annually  in  respect  of  each  such  special  class  of  assurances 
mentioned  under  heading  No.  4,  distinguishing  ordinary  from  extra  premiums. 

6.  The  total  amount  of  premiums  which  has  been  received  from  the  commencement  upon  all 
policies  under  each  special  class  mentioned  under  heading  4,  which  are  in  force  at  the  date  above 
mentioned. 

7.  The  total  amount  of  immediate  annuities  on  lives,  distinguishing  the  amounts  for  each  year  of 
life. 

8.  The  amount  of  all  annuities  other  than  those  specified  under  heading  No.  7,  distinguishing  the 
amount  of  annuities  payable  under  each  class,  the  amount  of  premiums  annually  receivable,  and  the 
amount  of  consideration  money  received  in  respect  of  each  such  class,  and  the  total  amount  of  premiums 
received  from  the  commencement  upon  all  deferred  annuities. 

9.  The  average  rate  of  interest  at  which  the  life  assurance  fund  of  the  company  was  invested  at 
the  close  of  each  year  during  the  period   since  the  last  investigation. 

10.  A  table  of  minimum  values,  if  any,  allowed  for  the  surrender  of  policies  for  the  whole  term  of 
life  and  for  endowments  and  endowment  assurances,  or  a  statement  of  the  method  pursued  in  calculating 
such  surrender  values,  with  instances  of  its  application  to  policies  of  different  standing,  and  taken  out  at 
various  interval  ages  from  the  youngest  to  the  oldest. 

Separate  statements  to  be  furnished  for  business  at  other  than  European  rates,  together  with  a 
statement  of  the  manner  in  which  policies  on  unhealthy  lives  are  dealt  Avitli.' 
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(//)  1872  Act. 

FIRST  SCHEDULE. 

Rule  for  valuing  an  Annuity. 

An  annuity  shall  lie  valued  according  to  tlio  tahlos  used  hy  the  compauy  which  granted  such 
annuity  at  the  time  of  granting  the  same,  and  where  sucii  tahlea  cannot  he  a-icertained  or  adopted  to  the 
satisfaction  of  the  court,  then  according  to  tlie  tiible  known  as  the  Government  Annuities  Experience  Table, 
interest  being  reckone(i  at  the  rate  of  four  per  centum  per  annum. 

Rule  pok  valuing  a  Policy. 

The  value  of  the  policy  is  to  be  the  diflFerence  lietween  the  present  value  of  the  reversion  in  the  sum 
assured  on  tiie  decease  of  the  life,  including  any  bonus  or  addition  thereto  made  before  the  commencement 
of  the  winding  up,  and  the  present  value  of  the  future  annual  premiums. 

lu  calculating  such  present  values,  the  rate  of  interest  is  to  be  assumed  as  being  four  per  centum  per 
annum,  and  the  rate  of  mortality  as  that  of  the  tables  known  as  the  Seventeen  Offices  Experience 
Tables. 

The  premium  to  be  calculated  is  to  be  such  premium  as  according  to  the  said  rate  of  interest  and  rote 
of  mortality  is  sufficient  to  provide  for  the  risk  incurred  by  the  office  in  issuing  the  policy,  exclusive  of  any 
addition  thereto  Cor  office  ejpeuses  and  other  charges. 


SECOND  SCHEDULE. 

Where  an  assurance  company  is  being  wound  up  by  the  court  or  subject  to  tiie  supervision  of  the 
court,  the  official  liquidator  in  the  case  of  all  persons  appearing  by  the  books  of  the  company  to  bo  entitled 
to  or  interested  in  policies  granted  by  sucii  company^  for  life  assurance,  endowment,  annuity,  or  otiier  pay- 
ment, is  to  asceitain  the  value  of  such  policies,  and  give  notice  of  such  value  to  such  persons,  and  any 
person  to  whom  notice  is  so  given  shall  be  bound  by  the  value  so  ascertained  unless  he  gives  notice  of  his 
intention  to  dispute  such  value  in  manner  ami  within  a-  time  to  be  prescribed  by  a  rule  or  order  of 
the  court. 
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APPEN 


COMPARISON  OF  SCHEDULES  TO  ACTS  OP  AUSTRALIAN 


Receipts 


Expenditiiro 


Liabilities 


Assets 


Receipts 
Expenditure 


Receipts 
Expenditure 

Receipts 
Expenditure 

Liabilities    . . 


Same  as  in  English  schedule,  except  that  the  heading 
"  Premiums  "  is  divided  into  "  Renewal  premiums  "  and 
"  New  premiums  on  new  policies." 

Same  as  in  English  schedule,  except  for  a  note  stating  that 
companies  having  separate  accounts  for  annuities  are  to 
retiurn  the  particulars  of  their  annuity  business  in  a  separate 
statement 


Detailed  Liabilities  and  Totals  are  asked  for  "  In  Victoria  "  and 
"  Els(nvhere  than  in  Victoria."  For  the  former  "  \'i((orian 
(Jovernmcnt  Securities"  iuul  "  Other  Government  Securi- 
ties {particudars  to  be  sjiecitied)  "  are  re(|uired  instead  of 
"  British  Government  Securities,"  "  Indian  and  Colonial 
Government  Securities,"  and  "  Foreign  Government  Sccuii- 
ties,"  which  are  required  in  the  English  schedule,  while  (he 
heading  "  Mortgages  "  is  shown  instead  of  "  Mortgages  on 
property  within  tthe  United  Kingdom  "  and  "  Mortgages 
on  projierty  out  of  the  United  Kingdom."  liabilities 
"  elsewhere  than  in  Victoria  "  are  the  same  as  in  the 
English  schedule,  except  that  "  Railway  Shares "  and 
"  Mortgages  "  differ  as  above,  and  that  for  "  Mortgages  " 
and   "  House  property  "   the  locality  nuist  be  mentioned 


Same  as  in  EngUsh  schedule 


Same  as  in  EngUsh  schedule,  except  that  the  heading 
"  Premiums  "  is  divided  into  "  Renewal  premiums  "  and 
"  New  premiums  on  new  policies  " 

Same  as  in  English  schedule 


Assets 


Same  as  in  English  schedule 
Same  as  in  EngUsh  schedule 

Same  as  in  EngKsh  schedule 
Same  as  in  English  schedule 


Detailed  Liabilities  and  Totals  are  required  to  be  shown  for 
"  In  Victoria  "  and  "  Elsewhere  than  in  Victoria."  For 
the  former  "  Victorian  Government  Securities  "  and  "  Other 
Government  Seem-ities  (particulars  to  be  specified)  "  are 
required  instead  of  "  British  (Jovernment  Securities," 
"  Indian  and  Colonial  Government  Securities,"and  "  Foreign 
Securities,"  which  are  asked  for  in  the  English  schedule. 
The  heading  "  Mortgages  "  is  given  instead  of  "  Mortgages 
on  property  within  the  United  Kingdom  "  and  "  Mortgages 
on  property  out  of  the  United  Kingdom."  LiabiUties 
"  elsewhere  than  in  Victoria  "  are  required  in  the  same 
form  as  in  the  English  schedule,  except  that  the  heading 
"  Mortgages  "  differs  as  above,  and  that  the  looaUty  must 
he  stated  for  "  Mortgages  "  and  "  House  Property  " 


Queensland. 


First  Sohudiilh  (Enot.tsh  Act 


Same  as  in  Victoria 


Same  as  in  Victoria,  except  that  the  amount  of  "  Bonuses  | 
paid  in  cash "  is  required  to  be  shown ;    the  heading   i 
"  Commission  "  is  divided  into  (a)  "  On  now  premiums." 
and  (h)   "  On  renewals  "  ;   and  "  Expen.ses  of  manage- 
ment "  are  required  to  be  shown  in  detail 

Second  Sohbdtjlb  (Engush  Act 

Same  as  in  Victoria  (inserting  "  Queonslaud  "  fur  "  Vie-  j 
toria"  in  all  cases),  except  that  "Outstanding  Interest"  I 
is    required    to      be    divided     into    "  Overdue "     and  i 
"Accrued,   but  not  yet  due"  in  the  case  of   Ixith  de 
tailed   siatcrru'uls 


Same  as  in  English  schedule,  except  that  "  General  Reserve 
fund,"  "  Endowment  fund,"  and  "  Profit  and  Loss  " 
are  required  to  be  shown  separately  in  place  of  "  Other 
funds,  if  any,  to  be  specified  " 

Thied  Schedttle  (English  Act  of  1870). — 
(a)  Life  Assurance 
Same  as  in  Victoria. . 


Same  as  in  Victoria,  except  that  "  Bonuses  paid  in  cash  " 
and  "  Dividends  and  bonuses  to  shareholders  (if  any)  " 
are  required  to  be  shown :  the  heeiding  "  Commis- 
sion "  is  divided  into  (n)  "  On  new  premiums,"  and  (6) 
"  On  renewals  " ;  and  "  Expenses  of  management  "  are 
required  to  he  shown  in  detail 


(r)  Profit  and 


(h)  lUre 
Same  as  in  EngUsh  schedule 
Same  as  in  EngUsh  schedule  . . 

I  Same  as  in  English  schedule  . . 
I  Same  as  in  EngUsh  schedule  . . 

FOUETH  SOHXDULE   (ENGLISH  ACT  OF 

Same  as  in  Victoria  (inserting  "  Queensland  "  for  "  Vic- 
toria "  in  aU  cases)  except  that  "  Outstanding  interest " 
is  required  to  be  divided  into  "  Overdue  "  and  "  Ac- 
crued but  not  yet  due  "  in  both  detailed  statements. 


Same  as  in  EngUsh  schedule 


Same  as  in  English  schedule 
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DIX  H. 


8TATER  WITH  THOSE  OF  ENPrLIRH  ACT. 


South  Australia. 


OF  1870). — Revenue  Account. 
Same  as  in  Victoria 


Same  as  in  Victoria,  except  that  the  headinf; 
"  Commission  "  is  divided  as  in  Queens- 
land 


OP  1870). — Balance-sheet. 

Same  as  in    Victoria    (inserting    "  South 
Australia  "  for  "  Victoria  "  in  all  oases). 


Same  as  in  English  schedule 

Rbvbnub  Account. 

Account. 

Same  as  in  Victoria 

Same  as  in  Victoria 


Account. 

Same  as  in  English  schedule 

Same  as  in  English  schedule 

Loss  Account. 

Same  as  in  English  schedule 

Same  as  in  English  schedule 

1870). — Baiancb-shbbt. 

Same   as   in   Victoria   (inserting    "  South 
-\uatralia  "  for  "  Victoria  "  in  all  cases) 


Western  Australia. 


. .    Same  as  in  Victoria 


Same  as  in  English  schedule,  except  that  the 
heading  "  C!ominission  "  is  divided,  as  in 
Queensland 


Same  as  in  Victoria  (inserting  "  Western 
Australia  "  for  "  Victoria  "  in  all  oases), 
except  that  "  House  property  "  is  shown 
as  in  the  English  S(^hed\ilo 


Same  as  in  English  schedule 


Same  as  in  Victoria 


Same  as  in  Victoria 


Same  as  in  English  schedule 


Same  as  in  English  schedule 
Same  as  in  Enghsh  schedule 

Same  as  in  English  schedule 
Same  as  in  English  schedule 


Same   as   in   Victoria    (inserting    "  Western 
Australia  "  for  "  Victoria  "  in  all  cases) 


Tasmania. 


Same  as  in  Victoria 


Same  as  in  Victoria 


Same  as  in  Enfrlish  schedule 


Detailed  Liabilities  and  Totals  arc  required 
to  be  shown  for  "  In  Tasmania "  and 
"  Elsewhere  than  in  Tasmania."  For 
the  former  "  Tasmaniau  Oovernment  Secu- 
rities (particulars  to  be  specified)  "  are  re- 
quired to  be  shown  instead  of  "  British  Go- 
vernment Securities  ";  "  Indian  and  Colonial 
Government  Seoiurities,"  and  "  Foreign 
Government  Securities  "  asked  for  in  the 
English  schedule.  "  Mortgages  "  are  re- 
quired as  in  Victoria  ;  and  "  Railway  and 
other  Debentures  and  Debenture  stocks  " 
and  "  Railway,  See.,  shares "  are  not 
specified.  Liabilities  "  Elsewhere  than  in 
Tasmania "  are  required  to  be  shown  in 
same  form  as  in  Victoria,  except  that  par- 
ticulars concerning  "  Railway  and  other 
Debentures  and  Debenture  Stock "  and 
"  RailwayJ  Shares  "  are  not  asked  for 

Same  as  in  EngUsh  schedule 


Same  as  in  Victoria 


Same  as  in  Victoria 


Same  as  in  Enghsh  schedule 
Same  as  in  English  schedule 

Same  as  in  English  schedule 
Same  as  in  English  schedule 


Same  as  in  Victoria  (inserting  "  Tasmania  " 
for  "  Victoria  "  in  all  cases),  except  that 
particulars  concerning  "  Railway  and  other 
Debentures  and  Debenture  stock "  and 
"  Railway  shares  "  are  not  asked  for 


.    Same  as  in  English  schedule 


ift 


Appendix  H.  -Comparison  of  Schedules  to  Acts  of 


Victoria. 


QuBCnBland. 


Same  as  in  Kiiglisli  schedule,  exoejit  that  in  tlie  description 
of  Tiansa<ti(ins  "  Total  of  results  "  is  required  to  lie  shown 
for  "  In  Vii'toria  "  and  "  Klsewhere  " 


FiWH  Schedule  (English  Aot  of 

Differs  from  English  schedule  in  the  following  respects  : — 
The  principles  upon  which  (a)  the  valuation,  and  {li)  the 
distribution  of  profits  are  made  are  asked  for  separately. 
The  query  concerning  the  former  ia  subdivided  into 
(a)  Were  the  policies  valued  individually  or  in  classes  t 
(6)  If  in  classes,  how  was  the  valuation  age  determined  ? 
(c)  What  portion  (if  any)  of  a  year's  premium  was  assumed 
to  be  due  ?  {d)  Were  lives  assured  at  increased  rates 
assumed  to  be  of  the  age  at  entry  corresponding  to  the 
premiums  charged  ?  The  table  of  mortality  and  the 
rate  of  interest  bj'  which  the  net  premium  values  are 
computed  are  required  to  be  shown  and  specimens  given 
of  such  premiums  for  a  whole  life  policy  of  £100,  and 
also  for  an  endowment  assurance  ]>olicy  of  £100.  Par- 
ticulars must  be  sliown  as  to  how  the  "  loading  "  on 
single  premium  and  limited  premium  policies  has  been 
adjusted  to  provide  for  future  expenses  and  profits. 
In  the  results  of  the  valuation  the  si;ecimens  of  bonuses 
allotted  are  required  to  be  shown  separately  tor  "  whole 
life  policies"  and  "endowment  assurance  policies." 
In  the  Expenditure  Account  "  Bonuses  paid  in  cash  " 
are  required,  and  also  "  Expenses  of  management  "  in 
detail.  In  the  Particulars  of  Policies  for  Valuation 
"  Sum  assured  "  and  "  Bonus  additions  "  are  asked  for 
separately,  and  "  Loading  "  is  required  to  be  shown. 
In  the  .Assets  and  Liabilities  "  Endowment  "  transactions 
are  to  be  included 


Same  as  in  English  schedule 


Sixth  Schedule  (English  Act  op 

Same  as  in  English  schedule,  except  that  the  total  number 
of  i)oUcies  is  required  as  well  as  amounts  assured ; 
and  a  statement  showing  the  manner  of  computing  the 
average  rate  of  interest  at  which  the  life  assurance  fund 
was  invested  is  also  required.  The  total  amount  of 
premiums  received  upon  all  poUcies  of  assurance,  other 
than  for  the  whole  term  of  life,  is  not  required  to  be  shown 


I  Same  as  in  English  schedule 


Same  as  in  English  schodulo 


FmST  SCHBDTTLB   (ENGLISH- 

(a)  Valuing  an 
I  Same  as  in  English  schedule  . . 

{!))  Valuing 

Same  as  in  English  schedule,  except  that  Hm  Table  is 
required  to  be  used  instead  of  Sevent<;en  Offices'  Ex- 
perience, and  EngUsh  Life  Table  No.  3  is  required  to  be 
used  for  Industrial  policies. 


I  Same  as  in  English  schedide 


Second  Schedule  (Engli.sh 


I  Same  as  in  English  schedule 


SoKBDtTLES   FUBNISHINQ   PARTICULARS   CONCERNING   NeW    Hu.-SINESS,   Bl.'iCONTINUANOES,   AND 


Policies  in  forfe. — Number  and  amount  for  "  In  Victoria  " 
and  "  Elsewhere  "  of  Assurance,  Endowment,  Annuity 
(per  annum).  Fire,  Marine,  and  other  Policies  (if  any) 


New  Policies  j««at(i.— Assurance,  Endowment  Assur- 
ance, Endowment,  Annuity,  and  Total,  showing 
for  each  class — Number  of  policies,  sum  assured, 
single  premiums  and  annual  premiums  separately  for 
"  In  Queensland  "  and  "  Elsewhere." 

Policies  discontinued. — To  be  stated  whether  discontinued 
(1)  by  death  or  maturity;  (2)  by  surrender;  or  (3) 
by  forfeiture ;  and  total  showing  for  Assurance  Policies, 
Endowment  Assurance  PoUcies,  and  Endowment 
Policies  under  each  cause  of  discontinuance,  the 
number,  sum  assured,  and  annual  premiums;  and 
for  Aimuity  Policies  under  each  cause  the  number, 
annuity  per  annum,  and  annual  premiums. 

Policies  existing. — Particulars  for  Assurance,  Endowment 
Assurance,  Endowment,  and  Annuity,  showing  for 
each  class  the  number  of  policies,  and  sum  assm'ed 
(exclusive  of  bonus  additions)  for  "  In  Queensland  " 
and   "  Elsewhere." 

Progress  of  Life  Assurance  Business. — The  following 
partictilars  are  reqtiired  : — Total  business  issued  ; 
discontinued :  and  existing ;  showing  number  of 
])olicies ;  sum  assured  ;  annuity  per  annum ;  and 
annual  premiums  ;  also  anniial  income  from  interest 
and  total  annual  income 


173 


Ausi'BALiAN  iSrA'i'Es  WITH  THOSE  01'  I'jNGLiSH  AcT — Continued. 


South  Australia. 


IS70). — Vautation  or  Liabiltthss. 

Same  as  in  English  schedule,  except  that 
the  principles  upon  which  (a)  the  valua- 
tion and  (6)  the  distribution  of  profits 
are  made  are  required  to  be  shown 
as  in  Queensland ;  as  are  also  the 
Table  of  MortaUty,  &c.  Particulars  of 
policies  are  required  as  in  Queensland, 
with  the  exception  that  the  amount 
of  "  Net  Yearly  Premiums "  is  not 
asked  for. 


Western  Australia. 


Tasmania.' 


Same  as  in  Queensland,  except  that  "  Total 
of  residts "  is  required  to  be  shown  for 
"  In  Western  Australia"  and  "  Elsewhere  " 


Same  as  in  English  schedule,  except  that  in 
the  description  of  Transactions,  "  Total  of 
results  "  is  required  to  be  shown  for  "  In 
Tasmania  "  and  "  Elsewhere  " 


1870). — Statement  or  Business. 

Same  as  in  English  schedule,  except  that 
additional  particulars  shown  in  Queens- 
land schedule  are  also  required  here, 
and  also  the  total  amount  of  premiums 
received  from  the  commencement  upon 
all  policies  still  in  force 


Same  as  in  South  Australia 


Same  as  in  English  schedule 


Act  01'  1872). 

Annuity. 

Same  as  in  English  schedule 

a  Policy. 

Same  as  in  English  schedule,  except  that 
the  Institute  of  Actuaries'  Life  Tables 
are  required  to  be  used  instead  of  the 
Seventeen  Offices'  Experience  Tables 


I  Same  as  in  English  schedule 


Same  as  in  South  Australia 


I  Same  as  in  EngUsh  schedule 
Same  as  in  English  schedule 


AoT  OF  1872). 

Same  as  in  EngUsh  schedule 


I  Same  as  in  English  schedule. 
I     in  body  of  Aot  (sec.  58) 


Provided  for  I  Same  as  in  English  schedule 


EXISTINQ   BrSINBSS,   NOT  EBQUUIED    BY   SOHBDni,ES   TO   ENQUSH  ACTS    1870  TO    1872. 


Same  as  in  Queensland,  except  as  follows  : — 
Hew  Polieies    issued. — Endowment  As- 
surance is  not  asked  for  separately,  and 
local  business    ia  not  required  to  be 
specified. 
Policies   discontinued. — Endowment   As- 
surance   policies    are   not    asked   for 
separately 
Policies  existing. — Endowment  Assurance 
poUcies  are  not  asked  for  separately 


Same  as  in  Queensland,  except  that  Endow- 
ment Assurance  ig  required  to  bo  treated 
as  in  South  Australia,  and  particulars  of 
policies  existing  are  shown  for  all  the  States, 
for  New  Zealand,  and  elsewhere 


Policies  in  jorce. — Life  Assurance,  Endow- 
ment ;  and  Amiuity  (if  any) ;  and  the 
number  and  amount  are  required  to  be 
shown  separately  for  "  In  Tasmania  " 
and  "  Elsewhere." 
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No.  6.— TOTAL  LIABILITIES  AND  ASSETS  FOR  THE  YEAR,  1908|. 


UabiUties. 

Assets. 

Name  ol  Company;. 

In 

Outside 

Total. 

In 

Outside 

Total. 

Commonwealth. 

Commonwealth. 

Commonwealth. 

Commonwealth. 

£ 

£ 

£ 

£ 

£ 

£ 

Obdinaky. 

Australian  Mutual  Providentt 

t20,303,232 

t4,678,296 

t24,981,528 

tl8,226,108 

t6,755,420 

t24,981,528 

.Mutual  Life  and  Citizens 

2,885,698 

882,109 

3,767,807 

3,404,340 

363,467 

3,767,807 

City  Mutual 

396,051 

396,051 

396,051 

396,051 

Standard  Life 

24,969 

24,969 

24,969 

24,969 

Australian  Metropolitan 

19,001 

19,001 

19,001 

19,001 

Australian  Alliance 

213,946 

213,946 

213,946 

213,946 

National  Mutual 

4,339,290 

1,084,290 

5,423,580 

4,339,290 

1,084,290 

5,423,580 

Australian  Widows 

1,813,811 

88,199 

1,902,010 

1,813,811 

88,199 

1,902,010 

\'ictoria  Life  and  General 

248,559 

248,559 

248,283 

276 

248,559 

Colonial  Mutual 

2,273,997 

812,164 

3,086,161 

2,354,962 

731,199 

3,086,161 

Australasian  Temperance  and 

General 

t728,619 

t47,860 

t776,479 

t728,619 

t47,860 

t776,479 

r^iverpool     and     London     and 

Globe  Life  Branch 

* 

*. 

11,345,241 

* 

* 

11,345,241 

independent   Order  of  Fores- 

ters l|      . . 

* 

* 

2,446,865 

* 

2,446,865 

Equitable  Life 

262,960 

95,692,031 

95,954,991 

533,111 

95,421,880 

95,954,991 

Mutual  of  New  York 

* 

* 

110,685,620 

232,396 

110,453,224 

110,685,620 

Xow  York  Life 

715,741 

113,826,480 
Indttst 

114,542,221 

SSiX,. 

118,673 

114,423,548 

114,542,221 

Australian  Mutual  ProvidentJ 

t 

+ 

+ 

t 

t 

t 

t 

Mutual  Life  and  Citizens 

662,818 

123,353 

786,171 

742,475 

43,696 

786,171 

Standard  Life 

43,940 

43,940 

43,940 

43,940 

Australian  Metro|)olitan 

42,354 

42,354 

42,354 

42,354 

People's  Prudential 

18,838 

18,838 

18,838 

18,838 

Australasian  Temperance  and 

GeneralJ 

t 

t 

t 

+ 
+ 

t 

1 

Provident  Life 

■■ 

47,588 

47,588 

134 

47,454 

47,588 

*  Not  available. 

t  Including  Industrial. 

t  Included  in  Ordinary. 

§  For  exact  dates  and  full  name  of  Company,  soe  Table  No.  1. 

II  See  note  •  to  Table  No.  1. 


No.  7.— DETAII.S  OF  TOTAL  LIABILITIES  FOR  THE  YEAR  1908*. 


Shareholders' 

Assurance 

Other 

Claims 

All  Other 

Total 

Name  of  Company*. 

Capital. 
Paid  up. 

and  Annuity 
Funds. 

Funds. 

Admitted 
but  not  Paid. 

Liabilities. 

LUbilities. 

£ 

£ 
Obdina 

£ 
RY. 

£ 

£ 

£ 

Australian  Mutual  Providentf 

t24,512,777 

t27,860 

t263,245 

tl  77,646 

t24,98 1,528 

Mutual  Life  and  Citizens 

3,736,840 

25,556 

5,411 

3,767,807 

City  Mutual 

391,677 

■   • 

4,474 

396,051 

Standard  Life 

,   , 

22,262 

381 

2,326 

24,969 

Australian  Metropolitan 

18,784 

50 

167 

19,001 

Australian  Alliance 

199,552 

4,790 

9,604 

213,946 

National  Mutual 

5,245,103 

79,723 

66,882 

31,872 

6,423,580 

Australian  Widows 

,  , 

1,879,987 

8,319 

7,490 

6,213 

1,902,010 

Victoria  Life  and  General 

40,000 

163,791 

30,000 

4,169 

10,599 

248,559 

Colonial  Mutual 

3,073,170 

400 

12,092 

499 

3,086,161 

Australasian  Temperance  and 

Generalf 

t771,912 

tl,500 

1 1,463 

tl,604 

t776,479 

Liverpool    and    London    and 

Globe  Life  Branch 

245,640 

5,199,888 

5,429,066 

31,652 

438,995 

11,345,241 

Independent  Order  of    Fores- 

ters§       

2,271,413 

29,313 

144,182 

1,957 

2,446,865 

Kquitable  liifc 

20,550 

94,614,416 

1,320,025 

95,954,991 

Mutual  of  New  York 

88,939,983 

2(»,'475,860 

352,984 

916,793 

1 10,685,620 

Xew  York  Life 

112,210,032 
Indus' 

476,956 

CBIAL. 

689,607 

1,165,626 

114,542,221 

Australian  Mutual  ProvidentJ 

t 

t 

i 

t 

+ 
+ 

Mutual  Life  and  Citizens 

40,007 

662,647 

10,000 

27 

73,490 

786,171 

Standard  Life 

12,500 

15,356 

87 

15,997 

43,940 

Australian  Metropolitan 

11,532 

11,766 

453 

18,603 

42,354 

People's  Prudential 

4,788 

13,891 

159 

18,838 

Australasian  Temperance   and 

GeneralJ 

t 

t 

t 

t 

t 

Provident  Life 

10,000 

37,142 

446 

47.588 

F.5332. 


*  For  exact  dates  and  full  name  of  Company,  see  Table  No.  1. 
t  Including  Industrial, 
j  Included  in  Ordinary. 
!  See  note  •  to  Table  No.  1. 
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No.  S.— DETAILS  OF  AUSTRALIAN  LIABILITIES  FOR  THE  YEAH  1908.* 


Kame  of  Company*. 


Shareholders' 
Capital. 
Paid  up. 


Assurance 

and  Annuity 

Funds. 

£ 

Other 
Punds. 

£ 

Claims 

Admitted 

but  not  Paid. 

£ 

All  Other 
Liabilities. 

£ 

Total 
Australian 
LlabUlties. 

£ 

Australian  Mutual  Provide 
Mutual  Lifo  and  Citizeua 
City  Mutual 
Standard  Life 
Australian  .Metropolitan 
Austialian  Alliance 
National  Mutual 
.Australian  Widows 
Victoria  Life  and  Ccnoral 
Colonial  Mutual 
Anstralasian  Temperance 

Generalf 
Liverpool    and     London 

Globe  Life  Brancli§ 
Independent  Order   of   Fi 

ters§ 
K(luitable  Life 
Mutual  of  Now  Yorli§ 
New  York  Life 


utt 

40,000 

and 

and 

orcs- 

Ordinary. 

l!l.«i)7,604 

2,860,804 

391,577 

22,262 

18,784 

199,552 

4,174,271 

1.79.-),231 

163,791 

2,269,671 

t724,263 


262,864 
700,000 


t24,209 


79,723 

7,5.''>0 

30,0(M) 

400 

tL-'iOO 


3,000 


t2 17,922 
21,011 

381 
50 
4,790 
55,334 
6,736 
4,169 
3,500 

1 1,463 


7,741 


1 163,432 

3,883 

4,474 

2,326 

167 

9,004 

29,962 

4,294 

10,599 

426 

1 1,393 


96 
5,000 


t2O,303,232 

2,885.098 

390.051 

24,969 

19,001 

213,946 

4,339,290 

1,813,811 

248,559 

2,273,997 

t728,619 
§ 

2()2,960 
715,741 


Australian  Mutual  Providentt 
Mutual  Life  and  Citizens 
Standard  Lite 
Australian  Metropolitan 
People's  Prudential 
Australasian  Temperance  and 

General^ 
Provident  Life§ 


40,007 

12,.50O 

n..')32 

4,788 


Industkiai.. 


597,027 
1,5,356 
11,766 
13,891 


t 


t 
10,000 


87 
453 


t 

15,784 

15,997 

18,603 

159 

t 


t 

602,818 
43,940 
42,354 
18,838 

t 


*  For  exact  dates  and  full  name  of  Company,  see  Table  No.  1. 

t  Including  Industrial. 

1  Included  in  Ordinary- 

§  Particulars  not  available.    For  total  liubilitius  see  previous  table. 
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APPENDIX     J.—COPY     OF     PROGRESS      REPORT     OF      COMMISSION, 
EMBODYING    APPLICATION    FOR   EXTENSION    OF    TIME. 


To  His  Excellency  the  Right  Honorable  William 
Humble,  Earl  of  Dudley,  Member  of  the 
Most  Honorable  Privy  Council,  Knight 
Grand  Cross  of  the  Most  Distinguished 
Order  of  Saint  Michael  and  Saint  George, 
Knight  Grand  Cross  of  the  Royal  Victorian 
Order,  Governor-General  and  Commander- 
in-Chief  in  and  over  the  Commonwealth  of 
Australia : 

May  it  please  Your  Excellency — 

We,  your  Commissioners,  appointed  by  I-etters 
Patent  on  the  fifteenth  day  of  December,  in  the 
year  One  thousand  nine  hundred  and  eight,  to  in- 
quire into  and  report  upon  the  Law  relating  to 
and  methods  of  operating  Fire,  Life,  Industrial, 
and  other  Insurance  in  Australia,  having  made 
diligent  inquiry  into  the  matters  referred  to  us, 
have  now  the  honour  to  present  for  Your  Excel- 
lency's acceptance  the  following  progress  report. 

Immediately  upon  their  appointment,  your  Com- 
missioners took  steps  to  render  themselves  conver- 
sant with  the  law  and  methods  of  transacting 
Insurance  business  in  the  several  States  of  the 
Commonwealth.  With  this  end  in  view,  they  asked 
the  Prime  Minister  to  obtain  for  them  from  the 
Premiers  of  the  several  States  the  following  par- 
ticulars : — - 

(i)  Copies  of  Acts  at  present  in  force  regu- 
lating the  transaction  of  Fire,  Life, 
and  other  Insurance. 

(ii)  Reports,  if  any,  of  State  Government 
officers,  Royal  Connmissions,  or  Par- 
liamentary Select  Committees  on  In- 
surance. 

(iii)  Returns  showing  the  names  and  addresses 
of  Insurance  Companies  registered 
with  the  Registrar  of  Companies. 

(iv)  Particulars  concerning  the  extent  to  which 
Government  property  is  insured  with 
Fire  Insurance  Companies. 
(v)  The  approximate  proportion  of  the  total 
risk  which  is  carried  by  Government 
Departments  uninsured. 

(vi)  The  nature  and  extent  of  special  insur- 
ance funds  (if  any)  created  in  such 
cases. 

(vii)  The    amount    paid    by    the    Government 
in    Fire    Insurance    premiums  -during 
the  last  financial  year, 
(viii)  The  names  of  the  Companies  with  which 
such  fire  insurances  are  effected. 

Your  Commissioners  also  communicated  directly 
with  the  Crown  Law  Departments  of  each  State 
asking  to  he  furnished  with  a  complete  reference 
to  the  legislation,  past  and  present,  of  the  State, 
Ijearing  upon  the  question  of  Insurance,  including 
in  such  reference  particulars  relative  to  "  Employers' 
Liability"    and    "Workmen's    Compensation." 

In  response  to  these  requests,  extensive  informa- 
tion was  furnished  by  the  State  authorities  con- 
cerned, which  has  been  of  considerable  service  to 
your  Commissioners. 

Your  Commissioners  are  of  opinion  that  a  com- 
plete view  of  the  position  as  regards  Australia  can 
best  be  obtained  by  examining  not  only  the  Aus- 
tralian records,  but  also  those  of  other  countries 
carrying    on    Insurance    business    under    somewhat 


similar  conditions.  For  this  purpose  extensive 
particulars  were,  through  the  Prime  Minister  of  the 
Commonwealth,  obtained  from  the  Prime  Minister 
of  New  Zealand,  while  similar  information  concern- 
ing the  United  Kingdom,  Canada,  and  South 
Africa  was  obtained  as  the  result  of  direct  com- 
munication with  the  Board  of  Trade,  London;  the 
Insurance  Superintendent,  Ottawa;  and  the  Govern- 
ment Actuary,  Cape  Town,  respectively.  Your 
Commissioners  were  also  informed  that  the  various 
Companies  carrying  on  Insurance  business  in  Aus- 
tralia were  willing  to  furnish  them  with  every  in- 
formation desired.  They  therefore  determined  _ to 
avoid,  as  far  as  possible,  the  tedious  and  experisive 
course  of  examining  witnesses  on  oath,  and  decided 
to  ascertain  in  the  first  instance  how  far  they  could 
proceed  in  a  cheaper,  quicker,  and  more  satisfac- 
tory manner.  They  accordingly  caused  a  set_  of 
questions  to  be  forwarded  to  the  representatives 
of  the  various  Companies  transacting  Life,  Fire, 
or  Accident  Insurance  business  in  the  Common- 
wealth, with  a  covering  letter  setting  forth  the 
objects  and  requirements  of  the  Commission.  The 
answers  received  to  these  inquiries  proved,  on  the 
whole,  very  satisfactory,  and  showed  that  the  subject 
matter  had  been  gone  into  very  carefully  by  the 
persons  to  whom  the  inquiries  were  submitted,  with 
the  result  that  your  Commissioners  were  afforded 
the  utmost  assistance  in  their  deliberations. 

In  order  to  obtain  the  views  of  persons  not 
directly  concerned  in  the  management  of  Insurance 
Companies,  a  notice  was  inserted  in  the  leading 
newspapers  of  the  several  States,  indicating  that 
your  Commissioners  were  desirous  of  receiving 
evidence  from  any  persons  who,  having  given  mature 
consideration  to  the  various  aspects  of  Life,  Fire, 
or  Accident  Insurance,  considered  that  the  law  or 
the  methods  in  operation  in  Australia  in  connexion 
with  these  classes  of  business  are,  in  the  interests 
of  the  public,  susceptible  of  improvement.  This 
request  resulted  in  the  receipt  of  a  very  few  replies. 
In  addition,  two  other  informants  furnished  state- 
ments prior  to  the  appearance  of  the  notice  referred 
to. 

Your  Commissioners  were  informed  that  a  body 
known  as  the  Life  Offices  Association,  and  com- 
prising representatives  of  most  of  the  leading  Aus- 
tralian Life  Assurance  Companies,  had  its  head- 
quarters in  Sydney,  and  that  a  Committee  of  the 
Association  had  recently  made  a  critical  examination 
of  the  Law  relating  to  Life  Assurance  in  Australia, 
and  had  considered  the  subject  generally,  with  a 
view  to  suggesting  the  lines  which,  in  their  opinion, 
legislation  should  follow.  Your  Commissioners 
accordingly  communicated  with  the  Association, 
asking  that  they  would  be  good  enough  to  place 
the  results  of  their  deliberations  at  the  disposal  of 
your  Commissioners.  As  a  result  of  this  communi- 
cation, a  special  meeting  of  the  Association  was 
convened,  and  the  suggestions  formulated  thereat 
relative  to  amendments  in  the  Australian  law  of 
Life  Assurance  were  duly  submitted  to  your  Com- 
missioners. 

With  a  view  of  obtaining  particulars  relative  to 
the  provisions  made  for  fire  extinction  in  the  several 
States,  and  the  manner  in  which  the  cost  of  such 
provisions  was  distributed,  your  Commissioners 
communicated  with  the  different  Fire  Brigades 
Boards,  and  received  therefrom  satisfactory  replies 
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ti)  tlielr  inquiries.  Letters  of  inquiry  were  also 
addressed  to  the  Cits'  Councils  of  the  several 
Capitals,  asking  for  information  relative  to  their 
experience  in  the  matter  of  Fire  Insurance.  Replies 
have  been  received  from  all  the  Capitals,  except 
Melbourne. 

For  the  purpose  of  obtaining  as  complete  a  list 
as  possible  of  the  Companies  carrying  on  Fire  and 
Accident  Insurance  business  in  Australia,  letters 
were  sent  to  the  Secretaries  of  the  Fire  and  Accident 
Underwriters'  Associations  in  the  several  States,  and 
elicited  prompt  and  satisfactory  replies. 

In  pursuing  their  investigations,  your  Commis- 
sioners have  adopted  a  somewhat  unusual  course, 
inasmuch  as  they  have  not  hitherto  taken  evidence 
on  oath.  Their  reasons  for  this  are  as  follows:  — 
The  subject  which  they  are  directed  to  consider 
consists  partly  of  law  which  is  to  be  found  in  the 
various  Statute-books;  partly  of  figures  about  which 
there  can  be  very  little  dispute;  and  partly  of 
matters  of  opinion  which  do  not  receive  any  extra 
weight  by  being  given  on  oath.  Any  disputed 
questions  of  fact  are  very  rare,  and  may  easily  be 
disposed  of  as  they  arise.  Moreover,  your  Com- 
missioners have  had  the  assistance  of  the  evidence 
taken  before  a  Select  Committee  of  the  Legislative 
Council  of  Victoria,  in  1890,  and  the  Hansard  Re- 
port of  the  debates  thereon ;  the  evidence  taken 
before  the  Life  Assurance  Inquirv  Board  of -Vic- 
toria, in  1896,  and  the  report  thereon;  and  the 
evidence  taken  before  a  Select  Committee  of  the 
House  of  Lords  in  London,  in  1906,  and  the  re- 
port thereon,  all  of  which  are  directly  in  point. 
In  addition,  they  have  had  the  evidence  taken  by 
the  Canadian  Royal  Commission  on  Insurance  ap- 
pointed in  X906,  and  the  report  thereon,  together 
with  some  evidence  taken  in  New  York,  which  have 
also  been  of  indirect  assistance.  Numerous  papers 
and  discussions  reported  in  the  proceedings  of  pro- 
fessional societies  in  Au.stralia  and  elsewhere  dealing 


with  questions  of  law  and  practice  of  Life  Assur- 
ance have  also  been  examined,  and  useful  hints 
and  suggestions  have  been  derived  therefrom. 

The  very  complex  character  and  extensive  range 
of  the  subject  referred  to  your  Commissioners  has 
rendered  impossible,  within  the  time  laid  down  in 
the  Commission,  an  exhaustive  consideration  of  all 
aspects  of  Insurance.  Your  Commissioners  have 
cci'isequently  decided  to  devote  their  attention,  in  the 
first  place,  mainly  to  the  business  of  Life  Assurance 
(Ordinary  and  Industrial),  and  to  examine  thoroughly 
the  Australian  law  and  methods  in  connexion  there- 
with, so  as  to  be  in  a  position  to  present  an  early 
progress  report  on  this  important  branch  of  Insur- 
ance business,  reserving  other  branches  for  sub- 
sequent reports.  One  of  your  Commissioners  (Mr. 
G.  H.  Knibbs)  is  about  to  leave  for  Europe  upon 
])ublic  business,  in  the  course  of  which  he  will 
attend,  as  representative  of  the  Commonwealth,  an 
latcrnational  Congress  of  Actuaries,  to  be  held  in 
Vienna,  between  the  6th  and  x3th  of  June.  Before 
])resenting  their  report  on  Life  Assurance,  your 
Commissioners  are  desirous  of  considering  the 
\arious  aspects  of  the  question  in  the  light  of  the 
information  obtained  from  the  discussions  of  this 
(Congress,  which  will  have  a  direct  bearing  upon  the 
sul)ject  submitted  to  them.  Under  all  the  circum- 
stances, therefore,  your  Commissioners  respectfully 
submit  that  the  time  for  presenting  their  final  report 
be  extended  at  least  to  30th  June,  1910;  and  that 
progress  reports,  dealing  separately  with  the  several 
branches  of  Insurance,  be  presented  to  Your  Excel- 
lency from  time  to  time. 

We  have,  &c., 

J.  H.  HOOD. 
G.   H.   KNIBBS. 
CiiAKLES  H.  WiCKENS,  Secretary, 
"TheRialto,"  Collins-street, 

Melbourne,   24th  April,    1909. 
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COMMONWEAL!  II     OF     AUSTRALIA. 

i'riinc  Minister's  Otlice, 
Melbourne,  29tli  A].ril,  1909. 
Sir, 

In  acknowledging  tlie  receipt  of  your  letter  cf  llie  24th  April,  1  have  tiie  honour  to  inlorni  von  that 
the  Kirst  Progress  Ropurt  of  the  Royal  Conimissiou  on  Insurance  forwarded  \>y  you  has  been  sent  on  to 
His  Excellency  the  Governor-General,  as  desired. 

I  have  the  honour  to  be, 
Sir, 
Your  obeilient  servant, 


(S^a.)  ATLEE   HUNT. 


The  Se<;retary,  Royal  Conimissiou  on  Insurance, 
The  Rialto,  Collins-street,  Melbourne. 


COMMONWEAL  lU     OF     AUSTRALIA. 

Prime  Minister's  Office, 
Melbourne,  12th  May,   1909. 
Sir, 

Ju  continuation  of  my  letter  of  the  29th  April,  ackr.owledging  the  receipt  of  the  Fir.st  Progress 
Report  of  the  Royal  Conunission  on  Insurance,  1  have  now  the  honour  to  inform  you  that  His  Excellency 
the  Governor-General  has  intimated  his  approval  of  the  Commission's  request  for  an  extension  of  the  time 
for  presenting  the  Final  Report  io  the  30th  June,  1910. 

I  have  the  honour  to  be, 

Sir, 

Your  obedient  servant. 


(Sgd.)  ATLEE    HUNT. 


The  Secretary  to  the  Royal  Commission  on  Insurance, 
The  Rialto,  Collins-street,  Melbourne. 


Printed  and  Published  for  the  Government  of  the  Commonwealth  of  Australia  by  J.  Kemp, 
Government  Printer  for  the  State  of  Victoria. 
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A  1 


THE  COMMISSION. 


COMMONWEALTH  OF  AUSTRALIA. 


KDWARD  THE  SEVENTH,  bij  the  Grace  of  Ood  of  the  United  Kingdom  of  Ureal  Britain  and  Ireland,  and 
of  the  British  Dominions  beyond  the  Seas,  King,  Defender  of  the  Viilh,  Emperor  of  India. 


TO  our  Trusty  and  Well- Beloved 

The  Honorable  Joseph  Henry  Hood,  one  of  our  Judges  of  the  Supreme  Court  of  our  Slate  of 
Yiclcria  ;  and  Geokoe  Handley  Knibbs,  Esquire.  Commonwealth  Statistician. 


Greeting  : 
KNOW  you  that  we  do,  by  these  our  Letters  Patent,  appoint  you  to  be  Commissioners  to  inquire  into  and  report  upoii  the  law 
relating  to  and  the  methods  of  operating  Fire,  Life,  Industrial  and  other  InswaTUX  in  Australia  : 

AND  we  appoint  you  the  said  Joseph  Henry  Hood  to  be  the  Chairman  of  the  said  Commissioners  : 

AND  we  direct  thai,  for  the  purpose  of  taking  evidence,  one  Commissioner  shall  he  sufficient  to  constitute  a  quorum, 
and  may  proceed  with  the  inquiry  under  these  our  Letters  Patent : 

AND  we  further  direct  that  in  the  event  of  the  votes  given  on  any  question  at  any  meeting  of  the  said  Commissioners 
being  equal,  the  Chairman  shall  have  a  second  or  casting  vote  : 

AND  we  require  you,  with  as  little  delay  as  possible,  and  before  the  thirtieth  day  of  June,  in  the  year  One  thousand  nint 
hundred  and  nine,  to  report  to  our  Oovernor -General  in  and  over  our  said  Commonwealth  the  result  of  your  inquiry  into  the 
mailer  intrusted  to  you  by  these  our  Letters  Patent : 

IN  TESTIMONY  WHEREOF  we  have  caused  our  Letters  to  be  made  patent,  and  the  Seal  of  our  said  Commonwealth 
to  be  thereunto  affixed. 

WITNESS  our  right  trusty  and  right  well-beloved  William  Humble,  Earl  of  Dudley,  a  member 
of  our  Most  Honorable  Privy  Council,  Knight  Grand  Cross  of  our  Most  Distinguished  Order 
of  Saint  Michael  and  Saint  George,  Knight  Qrand  Cross  of  our  Royal  Victorian  Order,  our 
Governor-General  and  Commander-in-Chief  in  and  over  our  Commonwealth  of  Australia,  at 
Melbourne,  in  the  State  of  Victoria  and  in  the  Commonwealth  aforesaid,  this  fifteenth  day  of 
December,  in  the  year  of  our  Lord  One  thousand  nine  hundred  and  eight,  and  in  the  eighth 
year  of  our  reign. 

(Signed)  DUDLEY. 

By  His  ExcdleMy's  Command, 

(Signed)        E.  L.  BATCH ELOS. 


Entered  on  record  by  me  in  Register  of  Patents,  No.  3,  page  198,  this  sixteenth  day  of  December,  Ont  tkotmind  niiu 
hundred  and  eight. 

(Signed)  ATLEB  HUNT. 


REPORT  OF  THE  ROYAL  COMMISSION  ON  INSURANCE. 


PART  II.-FIRE  INSURANCE. 


To  His  Excellency  the  Right  Honorable  William  Humble,  Earl  of  Dudley, 
Member  of  the  Most  Honorable  Privy  Council,  Knight  Grand  Cross  of  the 
Most  Distinguished  Order  of  Saint  Michael  and  Saint  George, 
Knight  Grand  Cross  of  the  Royal  Victorian  Order,  Governor-General  and 
Commander-in-Chief  in  and  over  the  Commonwealth  of  Australia: 

May  it  Please  Your  Excellency — 

1.  INTRODUCTION. 

We,  your  Commissioners,  in  continuation  of  our  Report  dated  15th  March, 
1910,  relating  to  the  subject  of  Life  Assurance  have  now  the  honour  to  present  for 
Your  Excellency's  acceptance  the  following  report  dealing  with  the  law  relating 
to,  and  methods  of  operating.  Fire  Insurance  in  Australia. 

2.  MODE  OF  INVESTIGATION. 

As  already  indicated  in  section  2,  page  5,  of  their  Report  on  Life  Assurance, 
your  Commissioners  obtained  from  the  Premiers  of  the  several  Stat.es,  through  the 
Prime  Minister,  extensive  information  concerning  the  practice  of  the  several 
State  Governments  in  the  matter  .of  Fire  Insurance.  Your  Commissioners  also 
submitted  to  the  officers  of  companies  transacting  Fire  Insurance  business  in  the 
Commonwealth,  a  series  of  questions  with  a  view  to  eliciting  particulars  con- 
cerning their  methods  of  operation.  The  response  to  this  inquiry  was  prompt; 
and,  although,  in  some  instances,  the  particulars  furnished  were  meagre,  the 
information  obtained  has  been  of  great  service  to  your  Commissioners  in  enabling 
them  to  arrive  at  conclusions  on  the  various  matters  which  presented  themselves 
for  their  consideration.  Your  Commissioners  have,  in  addition,  examined  the 
proposal  and  policy  forms  which  were  submitted  by  the  various  companies  in 
response  to  their  request,  and  have  given  careful  consideration  to  the  various 
aspects  of  the  business.  The  response  made  to  your  Commissioners'  appeal 
through  the  public  press  for  evidence  from  persons  who  considered  that  the  law 
or  the  methods  in  operation  in  Australia  in  connexion  with  Insurance  were,  in 
the  interests  of  the  public,  susceptible  of  improvement,  was  practically  nil  in  so 
far  as  the  business  of  Fire  Insurance  is  concerned. 

3.  NEED  FOR  FIRE  INSURANCE  LEGISLATION. 

In  the  preceding  report  your  Commissioners  have  set  out  in  some  detail 
the  reasons  which  led  them  to  urge  the  desirability  of  special  legislation  in  con- 
nexion with  Life  Assurance  business.  In  connexion  with  Fire  Insurance  the 
nature  of  the  business  is  such  that  there  is  not  the  same  urgency  for  special  legis- 
lation that  exists  in  the  case  of  Life  Assurance.  The  contract  is  essentially  a 
contract  of  indemnitv,  covering  an  ordinarv  business  risk,  and  does  not  possess  the 
fiduciary  character  which  attaches  to  a  Life  Assuranr^e  policv.  Further,  the 
period  covered  bv  a  Fire  policy  is  a  short  one,  and  is  usuallv  terminable  at  the  will 
of  either  party  in  twelve  months  or  less  from  fts  date  of  issue.  The  fact,  how- 
ever, that  Fire  Insurance  is  essentially  a  traffic  in  contingencies,  and  that  the  due 


performance  by  the  Fire  Office  of  its  part  of  the  contract  may  involve  the  payment 
of  large  sums  of  money,  appears  to  your  Commissioners  to  render  it  desirable  that 
offices  carrying  on  such  business  in  Australia  should  be  subject  to  a  certain  mea- 
sure of  supervision,  and  that  no  person  or  company  should  l)e  allowed  to  transact 
guch  business  except  after  the  issue  of  a  license  giving  the  necessary  authority. 

4.  EXISTING  LEGISLATION. 

In  the  several  States  of  Australia  there  is  no  special  legislation  relative  to 
the  business  of  Fire  Insurance,  and  in  the  United  Kingdom,  until  the  passing  of 
the  Assurance  Comfanies  Act  1909,  such  legislation  as  related  to  Fire  Insurance 
related  to  it  in  a  secondary  capacity,  as  assiociated  with  fire  prevention,  or  as 
forming  a  branch  of  business  carried  on  by  a  company  which  also  transacted  Life 
Assurance  business.  Thus,  under  the  Life  Assurance  Companies  Acts  1870  io 
1872,  repealed  by  the  Act  of  1909,  companies  transacting  other  classes  of  insur- 
ance business  in  addition  to  Life,  were  required  to  furnish  a  Revenue  Account 
in  respect  of  each  such  class,  and  a  balance-sheet  in  respect  of  the  whole  business, 
distinguishing  therein,  amongst  other  things,  the  anjount  of  fire  fund,  and  the 
outstanding  fire  losses  at  the  date  to  which  the  balance-sheet  related.  Similar 
Schedules  are  included  in  the  Life  Assurance  Acts  of  the  several  Australian  States. 
with  the  exception  of  New  South  Wales,  but,  owing  to  the  fact  that  no  Company 
now  carrying  on  Life  Assurance  business  in  Australia  has  a  fire  branch,  the  provi- 
sion is  inoperative  in  so  far  as  Australia  is  ooncerned. 

5.  GOVERNMENT  SUPERVISION. 

While  holding  the  opinion  that,  as  far  as  possible,  each  Company  should 
be  allowed  to  dfevelop  its  business  along  those  lines  which  appear  to  it  the  most 
suitable,  your  Commissioners  believe  that  a  certain  amount  of  Government  super- 
vision is  desirable,  and  are  of  opinion  that  such  supervision  should  involve  on  the 
part  of  the  Company — 

(i.)  The  necessity  for  obtaining  a  license  to  transact  business; 
(ii.)  The  appointment  in  the  Commonwealth  of  a  representative  with 

plenary  powers; 
(iii.)  The  lodging  of  a  deposit  with  the  Government; 
(iv.)  The  furnishing  of  periodical  returns  to  the  Government. 

6.  SUGGESTED  UNIFORM  AUSTRALIAN  ACT. 

Your  Commissioners  are  of  opinion  that,  in  providing  for  the  matters  men- 
tioned in  the  preceding  section,  it  would  be  in  the  interests  both  of  the  Common- 
wealth and  of  the  Companies,  that  the  necessary  legislation  should  be  uniform 
throughout  Australia,  and  consequently  consider  that  a  Federal  Act  dealing  with 
Fire  Insurance  business  would  be  preferable  to  separate  State  Acts.  In  the 
English  Assurance  Companies  Act  1909,  provision  is  made  not  only  for  Life 
Assurance  and  Fire  Insurance,  but  also  for  other  branches  of  insurance  business. 
In  the  opinion  of  your  Commissioners,  it  would  be  inadvisable  in  the  case  of  Aus- 
tralia to  combine  the  legislation  relating  to  Life  Assurance  with  that  relating  to 
any  other  branches  of  insurance  business.  Your  Commissioners  also  consider  that . 
the  suggested  Federal  Act  relating  to  Fire  Insurance  business  should  relate  to 
one  class  of  business  only. 

7.  ADMINISTRATION  OF  ACT. 

In  Part  I.  of  their  Report  dealing  with  Life  Assurance  (section  13,  page 
10),  your  Commissioners  have  suggested  the  appointment  of  a  permanent  Insur- 
ance Commissioner,  to  whom  should  be  intrusted  the  duty  of  administering  the 
suggested  Federal  Act  relating  to  Life  Assurance.  Your  Commissioners  arc  of 
opinion  that  the  administration  of  the  suggested  Fire  Insurance  Act  should 
devolve  upon  the  same  officer,  who  should  supervise  the  registration  of  Fire 
Insurance  Companies,  the  issue 'of  licenses,  the  lodging  of  deposits,  and  the  fur- 
nishing of  periodical  returns. 


8.  LICENSE  TO  TRANSACT  BUSINESS. 

Your  Commissioners  consider  that  all  companies  carrying  on  the  business 
of  Fire  Insurance  in  the  Commonwealth,  or  proposing  to  carry  on  such  business 
in  the  future  should  be  required  to  obtain  a  license  from  the  Insurance  Commis- 
sioner, and  that  any  company  carrying  on  such  business  for  more  than  six  months 
after  the  date  on  which  the  suggested  Act  shall  come  into  force  without  having 
obtained  such  a  license  should  be  liable  to  a  heavy  penalty.  In  the  event  of  any 
company  failing  to  comply  with  the  requirements  of  the  Act,  the  Commissioner 
should  be  empowered  to  cancel  the  company's  license,  but  such  cancellation  should 
not  take  effect  for  the  period  of  one  calendar  month,  during  which  time  the  com- 
pany should  be  entitled  to  appeal  to  the  High  Court  or  the  Supreme  Court  to 
restrain  the  Commissioner,  and  in  the  event  of  such  appeal,  power  should  be  given 
to"  the  Courts  to  deal  with  the  matter.  A  similar  right  of  appeal  should  be  allowed 
in  the  event  of  the  Commissioner  refusing  to  issue  a  license  to  any  applicant 
company. 

9.  REGISTRATION. 
Your  Commissioners  are  of  opinion  that,  before  the  issue  of  a  license  to 
any  company  to  transact  Fire  Insurance  business  in  Australia  particulars  con- 
cerning the  company  should  be  ascertained  by  the  Insurance  Commissioner,  and 
recorded  in  his  (Office.     These  particulars  should  contain  amongst  other  things — 

(i.)  A  statement  showing  the   authorized,    subscribed,    and   paid  up 

capital  of  the  company, 
(ii.)  A  statement  showing  the  classes  of  business  in  addition  to  Fire 

Insurance  which  the  company  either  carries  on,  or  proposes  to 

carry  on. 
(iii.)  A  statement  of  the  Liabilities  and  Assets  of  the  company  in 

respect  of  the  whole  of  the  business  transacted  by  it,  as  at  the 

end  of  its  latest  financial  year, 
(iv.)  A  profit  and  Ipss  account  for  its  latest  financial  year  in  respect  of 

the  whole  of  the  business  transacted. 
(v.)  A  special  profit  and  loss  account  in  respect  of  its  Fire  Insurance 

business, 
(vi.)  A  copy  of  the  document  constituting  the  company, 
(vii.)  A  copy  of  the  company's  Articles  of  Association,  By-laws,  &c. 
(viii.)  A  statement  showing  th§  names  of  countries  in  which  Fire  In- 
surance business  is  carried  on. 
(ix.)  A  list  containing  the  names   and  addresses  of  the  shareholders, 

chief  executive  officers,  auditors,  solicitors,  and  bankers  of  the 

company. 
(x.)  The    name    of    a    permanent    resident    in    the    Commonwealth 

authorized  to  represent  the  dompany    on  all    matters    coming 

under  the  suggested  Act. 

Siich  records  should  be  open  for  public  inspection  at  the  office  of  the 
Insurance  Commissioner  on  payment  of  a  prescribed  fee. 

10.  REPRESENTATIVES  OF  COMPANIES. 

In  many  cases  where  foreign  Fire  Insurance  Companies  are  carrying  on 
business  in  Australia  there  is  no  single  head  office  for  the  Commonwealth,  and  no 
single  individual  acting  as  the  Australian  representative  of  the  company.  In 
such  cases  the  principal  office  in  each  State,  or  in  each  of  certain  groups  of  States, 
controls  the  business  for  that  State,  or  group,  and  communicates  directly  with  the 
head  office  of  the  company.  Your  Commissioners  are  of  opinion  that  in  all  cases 
a  permanent  resident  of  the  Commonwealth  should  be  appointed  as  the  Australian 
representative  of  the  company.  The  name  and  address  of  this  representative 
should  be  registered  with  the  Commissioner,  and  provision  should  be  made  for  the 
registration  of  a  new  representative  from  time  to  time  as  occasion  mav  reaiiiro 
but  such  registration  should  be  so  arranged  that  the  company  is  never  withort  r\ 
registered  representative  in  Australia. 

This  representative  should  have  power  to  sue,  and  be  sued,  on  behalf  of  the 
company,  end  all  contracts  or  agreements  made  by  him  on  behalf  of  the  company 
should  be  binding  on  the  company. 


8 

11.  DEPOSITS  WITH  GOVEENMENT. 

In  the  English  Assurance  Companies  Act  1909,  already  referred  to,  provi- 
sion is  made  that  any  company  intending  to  carry  on  Fire  Insurance  business  in 
the  United  Kingdom  must  deposit,  and  keep  deposited,  a  sum  of  £20,000  in 
respect  of  such  business,  except  in  cases  where  a  deposit  of  that  amount  has 
already  been  made  by  it  in  respect  of  some  other  class  of  assurance  business  which 
it  carries  on.  This  provision  as  to  making  a  deposit  does  not  apply  to  any  com- 
pany which  had  commenced  to  carry  on  Fire  Insurance  business  in  the  United 
Kingdom  before  the  passing  of  the  Act  (3rd  December,  1909),  nor  does  it  apply  to 
any  purely  mutual  society  mainly  engaged  in  insuring  its  members  against  loss  by 
fire.  As  regards  the  Commonwealth,  your  Commissioners  are  of  opinion  that,  as 
a  guarantee  of  good  faith,  each  company  making  application  for  a  license  to 
carry  on  Fire  Insurance  business  in  Australia  should  be  required  to  lodge  ".vith  the 
Government  of  the  Commonwealth  a  deposit  of  substantial  amount,  and  to  keep 
such  amount  sp  deposited  as  long  as  any  Commonwealth  Fire  Insurance  risks 
remain  on  its  books.  Your  Commissioners  are  of  opinion  that  the  provision  in  the 
English  Act  exempting  existing  companies  is  inadvisable  in  the  case  of  the  Com- 
monwealth, and  consider  that  all  companies  should  be  required  to  make  a  deposit 
of  £20,000  on  terms  similar  to  those  specified  in  section  24  of  your  Commissioners' 
Report  on  Life  Assurance  (p.  13).  The  further  exemption  by  the  English  Act  of 
mutual  societies  appears  undesirable,  in  so  far  as  the  Commonwealth  is  concerned, 
and  might  piossibly  lead  to  the  formation  of  ephemeral  societies,  which  would  only 
result  in  disappointment  and  loss  to  their  members.  In  Australia,  as  pointed  out 
in  section  14  below,  the  transaction  of  Fire  Insurance  business  on  the  mutual  prin- 
ciple appears  to  be  entirely  unknown. 


12.  PERIODICAL  RETURNS  TO  BE  LODGED  WITH  GOVERNMENT. 

As  already  mentioned  in  Section  4  above,  the  only  returns  at  present  required 
by  Statute  to  be  lodged  by  companies  in  respect  of  their  Fire  Insurance  business 
are  those  specified  in  the  Life  Assurance  Companies  Acts  of  the  several  States,  as 
applicable  to  companies  which  combine  Fire  Insurance  business  with  that  of  Life 
Assurance.  Under  the  new  English  Assurance  Companies  Act  1909,  every  Fire 
Insurance  Company  carrying  on  business  in  the  United  Kingdom  is  required  to 
furnish  annually  a  special  revenue  account  in  respect  of  its  Fire  Insurance  busi- 
ness, but  not  distinguishing  between  business  within,  and  business  out  of  the 
United  Kingdom.  It  is  also  required  to  furnish  a  general  profit  and  loss  account 
and  a  general  balance-sheet  covering  all  classes  of  business  which  it  carries  on. 
The  form  for  the  balance-sheet  however,  makes  provision  for  the  specification  of 
the  amount  of  Fire  Insurance  Fund,  and  for  the  amount  of  claims  admitted  or 
intimated,  but  not  paid.  Your  Commissioners  are  of  opinion  that  similar  annual 
returns  relative  to  Fire  Insurance  business  should  be  made  by  all  companies  trans- 
acting this  class  of  business  in  the  Commonwealth,  but  that  the  revenue  account 
should  be  so  prepared  as  to  distinguish  between  business  within  and  that  outside  of 
the  Commonwealth,  and  that  an  annual  return  showing  the  aggregate  amount  of 
unexpired  risks  on  the  company's  books  at  the  close  of  its  financial  year  should 
also  be  furnished,  distinguishing  between  risks  within  and  those  outside  of  the 
Commonwealth.  In  all  cases  also  a  special  statement  of  the  company's  assets  and 
liabilities  within  the  Commonwealth  should  be  supplied  annually. 


13.  INSPECTION  BY  COMMISSIONER. 

Your  Commissioners  are  of  opinion  that  power  should  be  given  to  the  In- 
surance Commissioner  to  inspect  the  books  of  account,  and  other  records  of  any 
Fire  Insurance  Company,  or  to  authorize  in  writing  some  other  person  to  make 
such  an  inspection  on  his  behalf.  Any  person  so  authorized  should  be  required  to 
make  a  declaration  of  secrecy  concerning  the  information  so  obtained,  except  as 
regards  the  Commissioner  or  his  representative,  to  whom  he  should  be  required  to 
disclose  all  information  acquired. 


14.  CONSTITUTION  AND  LOCATION  OF  COMPANIES  CARRYING  ON 

BUSINESS  IN  AUSTRALIA. 

Of  the  forty-two  companies  transacting  Fire  Insurance  business  in  Aus- 
tralia, which  responded  to  your  Commissioners'  request  for  information  concern- 
ing their  business,  and  the  methods  of  conducting  it,  twelve  had  their  head  offices 
in  Australia,  while  of  the  remainder,  twenty  were  domiciled  in  England,  three  in 
Scotland,  four  in  New  Zealand,  two  in  Java,  and  one  in  Germany.  Each  of  these 
companies  is  proprietary  in  constitution,  and  it  appears  from  the  statements 
made  to  your  Commissioners  that  a  purely  mutual  Fire  Insurance  society  is  un- 
known in  Australia.  The  reason  for  this  appears  to  be  that,  owing  to  the  nature 
of  its  business  a  Fire  Insurance  Company  requires  from  the  outset  an  amount  of 
capital  not  available  in  the  case -of  a  mutual  society.  One  of  the  witnesses,  in  dis- 
cussing this  question,  stated  that — • 

"  The  mutual  system  purely  must,  of  necessity,  either  impose  upon  the 
members  the  obligation  of  contributing  to  the  losses  of  the  other  mem- 
bers, if  the  funds  in  hand  should  not  be  adequate  to  meet  liabilities,  or 
else  the  contract  must  be  one  not  to  pay  the  loss,  but  such  proportion  of 
the  loss  as  the  funds  of  the  company  would  enable  them  to  pay ;  and  in 
modern  times  such  a  system  could  certainly  not  enjoy  public  confidence 
for  general  insurance  business."    (See  Reply  No.  32  to  question  No.  7.) 

15.  RESERVE  FUNDS. 

The  principal  funds  of  Fire  Insurance  Companies  available  to  meet  losses 
incurred  are — 

(i.)  The  company's  paid-up  capital  provided  by  the  contributions  of 

shareholders,  and  the  residual  liability  on  the  shares, 
(ii.)  The  General  Reserve  Fund,  accimiulated  from  time  to  time  from 

the  profits  earned,  and  intended  to  meet  special  emergencies, 
(iii.)  The  Reserve  for  unexpired  risks. 

Your  Commissioners  were  informed  that  it  is  not  usual  to  base  the  reserve 
for  unexpired  risks  upon  the  amount  at  risk,  but  upon  the  premium  income,  which, 
apart  from  provision  for  commission,  expenses,  and  profits,  represents  the  estimated 
value  of  the  risk  undertaken  (the  amount  at  risk  multiplied  by  the  estimated  proba- 
bility of  the  occurrence  of  the  event  insured  against). 

From  the  replies  received  from  queries  put  by  your  Commissioners  to  the 
various  companies,  it  appears  that  the  methods  employed  in  estimating  the 
reserve  required  for  unexpired  risks  varies  somewhat,  and  that  the  amount  so 
retained  ranges  from  31  to  50  per  cent,  of  the  premium  income  for  the  year.  The 
statements  made  are  not  quite  clear,  but  it  appears  that  where  so  high  a  percent- 
age as  50  is  shown,  the  percentage  is  based  on  the  net  premium  receipts,  the  lower 
percentages  being  based  on  the  gross  premium  receipts.  The  rationale  of  the 
method  appears  to  be  that  premiums  are  assumed  to  be  received  uniformly 
throughout  the  year,  and  are  in  the  main  for  policies  of  a  year's  duration.  On 
such  suppositions  the  average  unexpired  duration  of  the  policies  in  force  at  any 
moment  would  be  six  months,  and  consequently  the  appropriate  amount  to  be 
retained  in  respect  of  unexpired  risks  would  be  50  per  cent,  of  the  net  premium 
income,  or  if  commission,  expenses  and  provision  for  profits  be  assumed  to  amount 
to  20  per  cent,  of  such  gross  premiums,  it  should  be  40  per  cent,  of  the  gross  pre- 
mium income.  If  the  provisions  for  commission,  expenses  and  profit  be  assumed 
to  amount  to  33^  per  cent,  of  the  gross  premium  income,  the  appropriate  sum  to 
be  retained  for  unexpired  risks  would  be  33J  per  cent,  of  the  gross  premium  in- 
come (a  percentage  quoted  by  several  companies).  As  pointed  out  above,  however, 
the  reserve  for  unexpired  risks  is  only  one  of  three  funds  available  for  the  pay- 
ment of  Fire  losses. 

16.  REINSTATEMENTS. 

In  all  Fire  Insurance  policies  a  clause  is  inserted  giving  the  company  the 
option  to  reinstate  or  replace  the  property  damaged  or  destroyed  in  lieu  of  paying 
over  in  cash  the  amount  of  the  loss.  The  main  object  of  the  clause  is  apparently 
to  cover  cases  in  which  the  amount  claimed  appears  exorbitant,  or  in  which  the 
cause  of  the  fire  appears  suspicious.     According  to  the  evidence  supplied  to  youx 
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Commissioners;  it  appears  that  the  right  of  reinstatement  is  one  of  which  the 
companies  very  rarely  avail  themselves,  several  of  the  witnesses  stating  that  in 
their  experience  there  had  not  been  a  single  case  of  reinstatement,  while  others 
stated  that  there  had  not  been  more  than  one  or  two  cases  in  a  long  series  of  years. 
(See  replies  to  question  30  in  Appendix  B.)  It  is  stated  that  small  losses  are 
occasionally  made  good  by  reinstatement  and  repairs,  effected  at  the  request  of  the 
insured,  or  by  mutual  consent.  It  may  be  noted  that  in  England,  under  the  83rd 
section  of  14  Geo.  III.,  c.  78,  still  in  force,  the  company  may  in  certain  oases 
be  required  to  reinstate  "  in  order  to  deter  and  hinder  ill-minded  persons  from 
wilfully  setting  their  houses  or  other  buildings  on  fire,  with  a  view  of  gaining  to 
themselves  insurance  money,  whereby  the  lives  and  fortunes  of  many  families  may 
be  lost  or  endangered." 

Under  the  policy  condition  referred  to  above,  the  company  has  the  option 
of  electing  to  reinstate,  or  of  electing  to  pay,  but  the  Courts  have  held  that,  having 
made  an  election,  the  company  is  absolutely  bound  to  do  that  which  it  had  elected 
to,  and  in  the  absence  of  a  condition  to  the  contrary,  was  not  entitled  to  change  its 
mind  on  finding  that  the  choice  was  more  onerous  than  had  been  expected.  Your 
Commissioners  are  of  opinion  that  a  reinstatement  clause  in  the  policy  is  in  all 
cases  a  desirable  provision,  even  though  the  occasions  on  which  it  is  desirable  to 
employ  it  may  be  few. 

17.  REINSUEANCE. 

Practically  every  Fire  Insurance  Company  effects  a  certain  amount  of  re- 
insurances, placing  with  other  companies  the  excess  of  any  particular  risk  over 
what  it  is  considered  advisable  to  retain  for  the  company's  own  account.  The 
amount  so  retained  varies  with  the  nature  and  class  of  the  risk  undertaken,  and 
for  first-class  risks  ranges  up  to  £15,000,  although  many  of  the  companies  state 
that  their  maximum  is  a  much  lower  one.  (See  Appendix  B,  replies  to  question 
32.)  Where  the  risk  is  not  a  first-class  one,  a  smaller  amount  is  retained.  Two 
advantages  which  have  been  claimed  for  the  principle  of  reinsurance  are  : — 

(i.)  That  by  distributing  risks,  it  increases  the  soundness  of  the  Fire 

Insurance  system, 
(ii.)  That  it  benefits  the  insured  by  saving  him  trouble  in  arranging  his 
insurances. 

In  reply  to  a  query  by  your  Commissioners  as  to  the  principle  followed 
in  the  selection  of  eom^panies  with  which  reinsurance  is  effected  (question  33), 
various  replies  were  received  which  may  be  suitably  summarized  in  the  terms  of 
one  of  them  (Reply  No.  10),  viz.,  "  Security,  good  faith,  reciprocity."  In  some 
cases,  it  was  stated  that  preference  was  given  to  companies  wh6se  head  office  is 
in  the  Commonwealth.  The  advantage,  however,  would  seem  to  lie,  other  things 
being  equal,  with  the  widest  possible  extension  of  the  risk.  Your  Commissioners 
are  of  opinion  that  the  reinsurance  system  is  a  necessity  in  Fire  Insurance  busi- 
ness of  any  magnitude.  It,  however,  necessarily  establishes  intimate  lelations 
between  the  businesses  of  the  various  companies,  and  hence  there  is  a  possibility 
of  a  combination  amongst  them  to  maintain  rates  at  a  higher  level  than  would 
be  the  case  if  the  business  were  more  strictly  on  a  competitive  basis.  It  may  fur- 
ther be  pointed  out  that  such  a  combination,  well  organized,  might  effectively 
prevent  the  introduction  of  any  competitor  attempting  to  reduce  rates.  To  limit 
the  adverse  incidence  of  these  possibilities  on  the  public,  your  Commissioners 
have  suggested,  in  section  42  hereafter,  that  considerable  powers  in  connexion  with 
this  aspect  of  the  question  should  be  placed  in  the  hands  of  the  Insurance  Com- 
missioner. 

IS.  NATURE  OF  FIRE  INSURANCE  CONTRACT. 
As  many  of  the  criticisms  advanced  by  the  insuring  public  on  matters 
relating  to  Fire  Insurance  appear  to  arise  from  a  misconception  of  what  the  Fire 
Insurance  Contract  is  really  intended  to  provide,  your  Commissioners  have  con- 
sidered it  advisable  to  set  out  briefly  the  exact  nature  of  that  Contract,  and  the 
limitations  to  which  it  is  subject.  Unlike  a  Life  Assurance  policy,  which  is  a  con- 
tract to  pav  a  specified  sum  on  the  occurrence  of  a  specified  ciontingency  or  on  the 
occurrence"of  one  or  more  of  a  specified  group  of  contingencies,  a  Fire  Insurance 
policy  is  a  contract  whereby  .one  party  undertakes  to  indemnify  the  other  during 
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a  specified  period  for  any  loss  incurred  in  respect  of  a  specified  property  through 
fire,  lightning,  or  such  other  contingencies  as  may  be  specified,  within  limits 
defined  by  the  conditions  of  the  policy,  and  the  sum  for  which  the  insurance  is 
elTected.  It  is  of  importance  to  note  that  the  contract  is  a  purely  personal  one 
between  the  Insurance  Company  and  the  insured,  and  is,  consequently,  not  at- 
tached to  the  property  as  is  sometimes  inaccurately  assumed.  It  is  an  undertaking 
to  make  goo'd  to  a  definite  person  losses  of  a  specified  nature  which  may  be 
incurred  by  him,  and  the  part  played  by  the  property  in  the  transaction  is  that  of 
assisting  in  defining  the  nature  of  the  loss  to  be  indemnified,  not  as  forming  the 
subject  of  the  insurance. 

19.  "VALUED"    POLICIES. 

As  pointed  out  in  the  preceding  section,  a  policy  of  Fire  Insurance,  as 
issued  in  Australia,  is  purely  a  contract  of  indemnity.  In  some  of  the  States  of 
America,  on  the  other  hand,  legislation  has  at  times  been  enacted  containing  a 
provision  for  the  payment,  in  the  case  of  total  loss,  of  the  full  amount  of  the  policy, 
irrespective  of  the  amount  of  loss  actually  sustained.  Such  a  provision  evidently 
removes  the  policy  from  the  category  of  contracts  of  indemnity,  and  a  policy  so 
drawn  has  been  termed  a  "  valued  "  policy.  Against  the  issue  of  such  policies  the 
following  objections  have  been  urged:  — 

(i.)  Insurance  on  this  plan  would  compel  companies  to  make  a  complete 

valuation  of  every  property  before  undertaking  the  risk, 
(ii.)  Such  valuations  would  require  to  be  made  again,  from  time  to  time, 
so  as  to  take  due   account   of   depreciation   in   value   due   to 
deterioration  or  other  causes, 
(iii.)  These  valuations  w.ould  add  very  largely  to  the  cost  of  insurance, 

and  would  increase  premiums  considerably, 
(iv.)  By  allowing  the  insured  in  certain  cases  to  make  a  profit  out  of  a 
fire,  the  incentive  to  incendiarism  would  be  increased. 
(v.)  This  would  greatly  increase  the  danger  through  fire  to  human  life 
and  to  property. 

These  contentions  appear  to  your  Commissioners  to  possess  great  weight, 
and  to  be  practically  unanswerable,  either  on  the  ground  of  commercial  expediency 
or  public  policy.  The  only  contention  in  favour  of  the  issue  of  "  valued  "  policies 
which  has  come  under  the  notice  of  your  Commissioners,  is  that  the  insured,  hav- 
ing paid  premiums  in  respect  of  a  given  sum,  is  entitled,  in  the  event  of  total 
loss,  to  receive  that  sum  on  the  basis  of  which  his  premiums  have  been  charged. 
This  contention,  your  Commissioners  consider,  is  due  to  a  misconception  concern- 
ing the  nature  of  the  contract  of  Fire  Insurance.  In  reality,  the  sum  mentioned 
in  a  Fire  Insurance  policy,  is  not  a  definite  "  sum  assured,"  but  expresses  the 
maximum  liabilitv  of  the  company  in  respect  of  that  policy.  The  actual  amount 
of  loss  sustained  by  fire  may  be  either  greater  or  less  than  the  sum  mentioned  in 
the  policy,  and,  in  the  absence  of  an  "  average  clause,"  the  company,  by  its  contract, 
undertakes  to  make  good  any  such  bond  fide  loss,  whatever  it  may  amoxmt  to,  pro- 
vided that  it  does  not  exceed  that  sum,  in  which  case  no  more  than  the  sum  men- 
tioned would  be  payable.  It  appears  to  your  Commissioners,  therefore,  that  there 
is  no  reasonable  ground  for  requiring  the  issue  of  a  "  valued  "  policy,  but,  that,  on 
the  contrary,  such  issue  would  probably  larg:ely  increase  premium,  rates,  and  would, 
in  certain  cases,  provide  an  incentive  to  incendiarism.  The  special  bearing  of 
the  "  average  clause  "  will  be  discussed  later. 

20.  LOSS    CONTRIBUTIONS    BY    SEVERAL    COMPANIES. 

Where  several  companies  are  interested  in  any  loss  by  fire,  the  insured 
should  evidently  not  be  entitled  to  recover  from  all  of  them  more  than  the  total 
amount  df  his  loss,  otherwise  the  principle  of  indemnity  would  be  violated.  In 
the  absence  of  any  special  provision  in  the  policies  for  "  loss  contribution."  it 
would  be  optional  for  the  insured,  in  the  event  of  a  loss  of  less  amount  than  the 
aggregate  sum  covered  by  all  the  policies,  to  recover  from  any  one  or  n:\ore  of  the 
companies,  in  preference  to  the  others,  those  so  recovered  from  having  then  the 
right  to  claim  loss  contribution  from  the  other   companies   interested.      In  the 


policies  issued  by  the  companies  transacting  Fire  Insurance  business  in  the  Com- 
monwealth, however,  it  is  usual  to  insert  a  clause  providing  that  where  there  ere 
other  insurances  relative  to  the  same  property,  subsisting  at  the  time  of  the  fire, 
the  company  should  not  be  liable  for  more  than  its  ratable  proportion  of  such  loss 
or  damage.  Your  Commissioners  are  of  opinion  that  up  to  this  point  the  provision 
is  both  equitable  and  convenient,  but  the  remainder  of  the  clause,  as  usually  in- 
serted, does  not  appear  to  be  equally  satisfactory.  This  provision  is  to  the  effect 
that  the  payment  of  any  premium,  or  the  issue  of  any  policy  receipt,  or  cover  note, 
shall  be  deemed  conclusive  evidence  of  the  existence  of  other  insurance,  whether 
liability  under  such  other  insurance  be  disputed  or  not.  In  the  opinion  of 
your  Commissioners,  the  only  insurances  which  should  be  taken  into  account  for 
the  purposes  of  "  loss  contribution"  calculations,  are  thjose  in  respect  of  which  the 
right  to  recover  is  duly  established,  since  an  apportionment  of  loss  on  the  basis  of 
ineffectual  insurances  would  deprive  the  insured  of  a  portion  of  the  cover  to  which, 
in  the  opinion  of  your  Commissioners,  he  is  justly  entitled. 

21.  AVERAGE  CLAUSES. 

In  certain  cases,  policies  are  issued  subject  to  "  average,"  and  in  all  such 
cases  the  insured  is  regarded  as  his  own  insurer  for  that  portion  of  the  total  value 
of  the  property  as  at  the  time  of  the  fire  which  was  not  covered  by  the  insurances 
in  force.  Under  such  circumstances,  the  insured  is  subject  to  a  loss  contribution 
proportionate  to  the  amount  uncovered.  It  is  thus  clear  thet,  except  in  cases  of 
insurances  up  to  full  value,  or  of  total  loss,  the  amount  payable  under  an 
"  average  "  policy  is  always  less  than  that  payable  under  a  similar  policy  not  sub- 
ject to  the  condition  of  average.  From  the  evidence  furnished  to  your  Commis- 
sioners (see  replies  to  question  42),  it  appears  that  both  classes  of  policies  are 
issued  in  Australia,  but  that  the  "  average  "  policies  are,  to  a  large  extent,  appli- 
cable only  to  large  mercantile  and  manufacturing  risks,  and  to  cases  in  which 
more  than  one  risk  is  included  in  one  policy,  and  that  they  are  never  applied  to 
insurances  on  private  dwellings  and  their  contents.  Your  Commissioners  under- 
stand that,  whilst  in  the  United  Kingdom  and  the  United  States,  as  in  Australia, 
a  large  proportion  of  the  Fire  Insurance  business  transacted  is  effected  by  means 
of  non-average  policies,  the  condition  of  average  is  almost  invariably  employed 
in  the  case  of  Fire  Insurances  effected  on  the  Continent  of  Europe,  and  in  the  East. 
The  condition  of  average  is  also  always  involved  in  a  Marine  Insurance  policy. 
Your  Commissioners  are  of  opinion  that,  although  the  non-average  policy  is  that 
which  is  probably  more  desired  by  the  insured,  as  furnishing  the  more  extensive 
cover  for  a  given  sum  specified,  the  condition  of  average  is  perfectly  equitable  in 
principle,  provided  the  insured  clearly  understands  the  nature  of  the  limitation 
involved.  To  ensure  this,  it  appears  desirable  that  where  a  policy  is  issued,  sub- 
ject to  average,  attention  should  be  drawn  thereto  bv  a  distinctive  notice,  stamped 
or  printed,  across  the  face  of  the  policy,  in  coloured  ink,  to  the  following  or  similar 
effect : — "  Subject  to  average,  see  Clause  indorsed  hereon,"  and  that  every  policy 
receipt  or  cover  note  should  be  similarly  marked.  Tn  addition  to  the  condition  of 
average,  w-hich  has  been  discussed  above,  and  which  has  been  designated  the  "  pro 
rata  "  condition,  a  further  average  condition  is  usually  insert-ed  in  Fire  Insurance 
policies  issued  in  Australia.  The  tenor  of  this  condition  is  usually  as  follows  : — 
"  In  all  cases  where  any  other  subsisting  insurance  or  insurances,  effected  by  the 
insured,  or  by  any  other  person  or  persons,  covering  any  of  the  property  hereby 
insured  either  exclusively  or  together  with  any  other  property  in  and  subject  to 
the  same  risk  only,  shall  be  subject  to  average,  the  insurance  on  such  property 
under  this  policy,  shall  be  subject  to  average  in  like  manner."  This  second  condi- 
tion appears  to  your  Commissioners  to  be  open  to  serious  objection  on  the  ground 
that  it  aims  at  automatically  varying  the  terms  of  an  existing  contract  entered 
into  in  good  faith,  without  any  change  having  taken  place  in  the  circumstances  of 
the  case  of  such  a  nature  as  to  warrant  a  variation.  This  condition  may  evidently 
have  the  effect  of  converting  a  non-average  policy  into  an  average  policy,  and  thus 
possibly  of  seriously  reducing  the  amount  payable  under  the  policy.  The  object 
of  the  condition  appears  to  be  that  of  obviating  the  possibility  of  a  prior  insurer 
being  obliged  to  contribute  to  a  l,oss  on  a  higher  basis  than  a  subsequent  insurer. 
In  such  a  method  of  contribution  there  appears  to  your  Commissioners  to  be  no 
inherent  inequity  provided  that  each  company  is  contributing  in  accordance  with 
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the  contract  issued  by  it.  Your  Commissipners  are  of  opinion'  tliat  in  the  absence 
of  any  change  in  the  nature  of  the  risk  a  policy  issued  as  non-average  should  re- 
main so  until  the  expiration  of  the  term  for  which  it  was  issued. 

22.  PROOF    OF    LOSS. 

One  of  the  conditions  of  a  Fire  Insurance  policy  is  that  notice  in  writing 
of  the  happening  of  any  loss  or  damage  must  be  given  forthwith,  and  that  a  de- 
tailed statement  of  claim  in  writing  must  be  delivered  to  the  company  within  a 
specified  time  (usually  fifteen  days),  or  such  further  time  as  the  company  may,  in 
writing,  allow.  Stipulation  is  also  made  that  the  insured  must  at  all  times,  at  his 
own  expense,  produce  such  books,  vouchers,  and  other  evidence,  as  may  be  reason- 
ably required  on  behalf  of  the  company.  Your  Commissioners  have  been  given 
to  understand  that  in  many  cases  settlements  are  effected  within  a  few  days,  while 
in  others,  where  the  loss  is  a  complicated  one,  the  period  elapsing  between  the 
date  of  fire  and  date  of  settlement,  may  be  as  long  as  six,  or  even  nine,  months. 
Ordinarily,  it  would  appear  that  Insurance  Companies  are  anxious  for  an  early 
settlement,  and,  unless  the  loss  is  trifling,  they  usually  place  the  assessment  of  the 
loss  in  the  hands  of  an  expert  fire  loss  assessor,  who  is  not  a  member  of  the 
company's  staff,  but  is  paid  by  the  company.  Most  of  the  companies  furnishing 
replies  were  emphatic  in  the  opinion  that  the  stipulation  requiring  the  production 
of  books  and  vouchers  by  the  insured  did  not  operate  in  such  a  manner  as  to 
seriously  retard  him  in  the  preparation  of  his  claim.  (See  also  section  33,  herein- 
after, in  regard  to  reasonable  provision  for  statement  of  claim.) 

23.  ARBITRATION. 

It  is  usual  in  all  Fire  Insurance  policies  to  make  provision  that  where 
differences,  either  of  a  general  or  of  a  specific  nature,  arise  between  the  insured 
and  the  company,  such  differences  should  be  referred  to  the  decision  of  an  arbi- 
trator, or  of  two  arbitrators,  one  selected  by  each  of  the  parties,  and  an  umpire 
appointed  by  the  arbitrators.  It  is  also  usual  to  provide  that  it  shall  be  a  con- 
dition precedent  to  any  right  of  action  upon  the  policy  that  such  an  award  should 
be  obtained.  In  the  case  of  policies  issued  by  the  companies  transacting  Fire 
Insurance  business  in  the  Commonwealth,  the  arbitration  condition  is  usually 
restricted  to  differences  "  as  to  the  amount  of  any  loss  or  damage,"  and  does  not 
apply  to  any  other  differences  that  may  arise.  As  regards  the  validity  of  such  a 
condition  it  has  been  decided  by  the  House  of  Lords,  as  a  principle  of  law,  that 
parties  cannot  by  contract  oust  the  Courts  of  their  jurisdiction,  'but  that  any 
person  might  covenant  that  no  right  of  action  should  accrue  till  a  third  person 
had  decided  on  any  difference  that  might  arise  between  the  parties  to  the  cove- 
nant. According  to  the  replies  received  by  your  Commissioners  {see  Replies  to 
question  56,  in  Appendix  B),  it  appears  that  reference  to  arbitration  is  very 
rarely  made  in  Australia. 

24.  STANDARD    RATES    OF    PREMIUM    FOR    CLASSIFIED    RISKS. 

Amongst  the  questions  submitted  by  your  Commissioners  to  the  various  Fire 
Insurance  Companies  were  three  {see  questions  25,  26,  and  27,  of  Appendices  A 
and  B),  relating  to  the  practicability  of  tabulating  the  combined  experience  of 
Fire  Insurance  Companies  in  such  a  manner  as  would  furnish  a  reliable  basis  for 
the  computation  of  standard  rates  of  premium  for  the  various  risks,  classified 
according  to  locality  and  nature  of  risk.  Questions  were  also  asked  {see  questions 
58  and  59)  concerning  the  nature  of  the  classification  of  risks  adopted  by  the  com- 
panies. The  replies  received  indicate  that  in  many  cases  a  very  extensive  classi- 
fication of  risks  is  adopted,  and  that  in  some  instances  the  practice  is  followed 
of  crediting  premiums  and  debiting  losses  to  each  of  the  classes  into  which  the 
business  is  thus  divided.  The  representatives  of  the  various  companies  were 
almost  unanimously  of  opinion  that  such  a  tabulation  as  that  suggested  by  your 
Commissioners  would  be  quite  impracticable,  and  usually  gave  as  the  reason  for 
this  opinion  the  complicated  nature  of  Fire  Insurance  business,  and  the  variety 
of  risks  with  which  that  business  is  concerned,  one  witness  stating  that  "  in  the 
Fire  Department  there  are  about  1,000  primary  classifications  of  risks,  and  each 
of  these  is  subject  in  its  turn  tQ  a  large  variety  of  additions  or  reductions,  according 
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to  the  internal  qualifications  of  the  risk  or  to  its  external  surroundings."  Not- 
withstanding these  adverse  expressions  of  opinion  your  Commissioners  are  satis- 
fied that  the  question  of  tabulating  the  experience  of  the  various  companies  for 
t^e  purpose  of  deducing  ratios  of  loss  to  amount  at  risk  is  worthy  of  further  and 
serious  consideration.  Your  Commissioners  recognise  that  a  classification  involv- 
ing upwards  of  1,000  heads  would  be  impracticable  for  the  purpose  they  have  in 
view.  One  ,of  the  witnesses  stated  that  his  company  divided  its  business  into  5G 
classes,  crediting  the  premiums  received  for  each  class  and  debiting  the  losses. 
Your  Commissioners  are  of  opinion  that  if  a  classification  of  such  an  extent  as 
this,  or  possibly  less  extensive,  were  drafted  by  the  Insurance  Commissioner,  in 
consultation  with  representatives  of  the  various  companies,  and  an  index  of  risks 
were  prepared  indicating  the  class  to  which  each  possible  risk  should  be  referred, 
a  valuable  basis  would  be  obtained  for  determining  the  rates  of  premium  which 
might  equitably  be  applied  to  the  various  classes  of  risk.  It  is  not  suggested  that 
rates  so  determined  should  be  hard-and-fast  rates,  to  be  applicable  to  all  risks 
grouped  in  a  given  class,  but  only  that  they  should  form  the  foundation  on  which 
the  rates  of  practice  could  be  constructed.  It  is  recognised  also  that  the  experience 
should  relate  to  a  series  of  years,  so  as  to  make  due  allowance  for  exceptional  con- 
tingencies. The  tabulation  required  could  easily  be  carried  out  continuously  as 
part  of  the  ordinary  office  routine,  as  appears  to  be  done  at  present  in  the  case 
quoted  above.  If  at  the  close  of  its  financial  year  each  company  were  required 
to  furnish  to  the  Commissioner  a  confidential  return,  showing  for  each  class  of 
business  the  average  amount  at  risk,  the  amount  of  loss  incurred,  and  the  unex- 
pired risks  on  the  company's  books  at  the  olose  of  the  year,  the  requisite  summaries 
could  be  prepared  by  the  Commissioner  at  a  small  cost,  and  in  such  a  manner  as 
not  to  disclose  the  business  of  individual  companies.  In  the  preparation  of  such 
returns  and  summaries  it  would  be  essential  to  guard  against  error  arising  from 
duplication  through  re-insurances.  Many  of  the  witnesses  expressed  an  opinion 
that  Fire  Insurance  differs  so  essentially  from  Life  Assurance,  that,  although  in 
the  case  of  the  latter  business  most  valuable  data  can  be  obtained  by  the  tabulation 
of  the  suitably  classified  experiences  of  offices,  such  a  principle  does  not  apply  to 
Fire  Insurance.  It  is  clear  to  your  Commissioners  that  such  contention  loses 
sight  of  the  nevertheless  obvious  fact  that  all  sound  insurance,  whether  life,  fire, 
or  other,  based  upon  prepaid  contributions  of  stipulated  amount,  presupposes  an 
estimate  of  the  ratio  of  the  probable  amount  of  loss  during  a  given  period  to  the 
amount  at  risk  during  that  period.  In  so  far  as  there  is  an  absence  of  such  an 
estimate  the  transaction  must  necessarily  be  of  a  speculative,  rather  than  of  a 
sound  business  character.  In  actual  practice  it  is  evident  that  such  an  estimate 
is  made  in  connexion  with  Fire  Insurance  {see  Appendix  B,  question  20,  reply 
No.  32),  but  it  would  appear  that  it  is  not  made  in  as  systematic  a  manner  as 
would  be  possible  if  the  suggestion  of  your  Commissioners  was  put  into  operation, 
or  as  the  public  interest  would  seem  to  require.  In  this  connexion,  it  may  be 
noted  that  in  Life  Assurance  business  the  premium  deduced  from  the  tabulated 
statistics  and  the  assumed  rate  of  interest  (technically  known  as  the  "  net "  pre- 
mium), is  subsequently  "  loaded  "  to  provide  for  possible  variations  in  the  rates 
of  mortality  and  interest,  and  also  to  provide  expenses  and  profits,  and,  in  the  case 
of  under-average  lives,  to  provide  for  inferior  vitality.  So  "  loaded,"  the  pre- 
mium is  what  is  known  as  the  "  office  "  premium,  and  is  that  actually  charged  to 
the  assured.  Your  Commissioners  are  of  .opinion  that  premiums,  determined  on 
the  basis  suggested  by  them,  might  be  regarded  as  "  net  "  premiums  to  be  "  loaded," 
either  positively  or  negatively,  to  meet  the  conditions  of  special  cases.  The  adop- 
tion of  this  system  would  furnish,  ultimately,  a  reliable  basis  for  the  determination 
of  premiums,  viz.,  one  corresponding  to  the  proper  measure  of  the  risk  covered 
by  the  insurance. 

25.  LOSSES    COVEEED    BY    FIRE    POLICIES. 
The  losses  usually  admitted  by  Fire  Insurance  Companies  as  being  covered 
by  the  policy  are  those  caused  by — 

(a)  Actual  ignition; 

(b)  Lightning; 

(c)  Explosion  of  gas  for  illuminating  or  domestic  purposes; 

(d)  Water  used  for  extinguishing  purposes; 
le)  Smoke  or  heat,  the  effect  of  actual  ignition. 
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In  practically  all  the  policies  issued  by  companies  transacting  Fire  In- 
surance business  in  Australia,  losses  by  lightning,  whether  resulting  in  actual 
ignition  or  not,  appear  to  be  covered,  although  the  fact  is  not  always  stated  in 
the  policy  or  its  conditions.  Loss  arising  from  explosion  of  gas  used  for  illuminat- 
ing or  domestic  purposes,  is,  however,  usually  included  in  the  policy  conditions 
as  an  exception  to  the  general  rule,  that  loss  occasioned  by  explosion  is  not 
covered  unless  expressly  included.  Losses  caused  by  water  used  for  extinguishing 
purposes,  and  losses  arising  from  smoke  or  heat,  the  effect  of  actual  ignition,  also 
appear  to  be  covered  in  all  cases,  although  not  usually  specified  in  the  policy. 
Special  conditions  are  provided  in  all  policies  setting  forth  the  classes  of  risks 
Wihich  are — 

(a)  Not  covered  under  any  circumstances. 

(6)  Not  covered  except  under  certain  conditions. 

(c)  Not  covered  unless  expressly  included. 
The   risks  not  covered   under   any  circumstances  are  usually  the  follow- 

(i.)  Loss  by  theft  in  connexion  with  a  fire, 
(ii.)  Loss  by  property's  own  fermentation  or  natural  heating, 
(iii.)  Loss  in  the  course  of  any  heating  or  drying  process  which  the  pro- 
perty is  undergoing, 
(iv.)  Loss  through  burning  by  order  of  public  authority, 
(v.)  Loss  through  fall  of  building,  or  part  thereof,  except  as  result  of 
fire. 
In  the  absence  of  a  condition  exempting  loss  by  theft  it  is  possible  that 
such  loss  would,  under  the  general  interpretation  of  a  Fire  Insurance  policy,  be 
treated  by  the  Courts  as  being  covered.     Although  the  loss  arising  to  property 
by  its  own  fermentation  or  natural  heating  is  exempted  by  the  policy  conditions, 
it  is  stated  (see  replies  to  question  63,  in  Appendix  B)  that  it  is  difficult  to  prove 
spontaneous  combustion,  and  that  as  the  onus  of  proof,  in  such  a  case,  is  on  the 
company,  claims  for  loss  or  damage  to  haystacks  are  almost  invariably  paid.    In 
any  event  loss  to  adjacent  property  to  which  such  a  fire  may  extend  is  not  exempt. 

The  risks  specified  as  not  covered,  except  under    certain    conditions,  are 
losses  during  (unless  it  can  be  proved  by  the  insured  that  the  loss  was  not  occa- 
sioned thereby)  or  in  consequence  of  :— • 
(i.)  Subterranean  fire, 
(ii.)  Earthquake, 
(iii.)  Hurricane. 
(iv.)  Volcanic  eruptions, 
(v.)  Other  convulsions  of  nature, 
(vi.)  Invasion. 
(vii.)  Act  of  foreign  enemy, 
(viii.)  Riot. 
(ix.)  Civil  commotion. 
(x.)  Rebellion, 
(xi.)  Insurrection, 
(xii.)  Military  or  usurped  power, 
(xiii.)  Martial  law. 

The  risks  specified  as  not  being  covered  unless  expressly  included  are  : — 
(i.)  Goods  held  in  trust  or  on  commission, 
(ii.)  Bullion  or  unset  precious  stones, 
(iii.)  Any  curiosity  or  w^ork  of  art  for  an  amount  exceeding  £20. 
(iv.)  Manuscripts,   plans,   drawings   or   designs,   patterns,   models,   or 
moulds, 
(v.)  Securities,  obligations,  or  documents  of  any  kind*,  stamps,  coined 
or  paper  money,  cheques,  books  of   account,  or  other   business 
books. 
(vi.)  Coal  against  loss  or  damage  occasioned  by  its  own  spontaneous 

combustion, 
(vii.)  Explosives, 
(viii.)  Loss  occasioned  by  explosion,  except  by  gas  used  for  illuminating 
or  domestic  purposes  in  a  building  which  does  not  form  part  of 
an  establishment  in  which  gas  is  generated. 
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As  regards  these  various  provisions  for  exemption,  your  Commissioners  are 
of  opinion  that  no  exception  can  be  taken  to  them,  provided,  however,  that  the 
insured  is  aware  of  their  existence  at  the  time  of  making  the  contract.  To  ensure 
this  it  appears  desirable  that  the  attention  .of  the  insured  should  be  specially 
drawn  to  them  when  he  is  submitting  his  proposal  for  insurance,  and  that  the 
onus  of  showing  that  this  has  been  done  should  be  on  the  company.  It  also  appears 
desirable  that  the  policy  should  contain,  either  on  its  face  or  in  its  indorsed  con- 
ditions, a  statement  of  the  risks  which  it  is  designed  to  cover.  If  this  be  done, 
the  policy  could  be  so  drawn  as  to  ensure  acknowledgment  of  conditions  (having 
been  made  known  to  the  insured. 

26.  VARIATIONS    IN    INSURED    PROPERTY. 

The  form  of  Fire  Insurance  policy  used  in  Australia  usually  contains  con- 
ditions relative  to  the  effect  produced  by  any  alterations  or  removals  of  the  pro- 
perty which  is  covered  by  the  policy,  riie  provision  made  is  that  unless,  in  the 
case  specified,  the  insured  obtains  the  sanction  of  the  company  to  such  altera- 
tions or  removals,  the  insurance  will  cease  to  attach  as  regards  the  property 
affected.  The  sanction  of  the  company  must  be  expressed  by  indorsement  on  the 
policy.  It  is  understood  that  in  such  cases  where  such  sanction  is  given  it  is 
usual  to  charge  a  fixed  registration  fee  of  2s.  6d. 

The  cases  specified  as  requiring  sanction  are — • 

(i.)  Such  alterations  of  the  business  or  building  as  will  increase  the 
risk  of  loss  or  damage  by  fire; 

(ii.)  Unoccupation  of  building  for  30  consecutive  days; 

(iii.)  Removal  of  property  to  a  building  other  than  that  in  which  it  is 
stated  in  the  policy  to  be  insured ; 

(iv.)  The  passing  from  the  insured  of  interest  in  the  property  otherwise 
than  by  a  will  or  by  operation  of  law. 

In  the  opinion  of  your  Commissioners  these  provisions  are  reasonable  safe- 
guards of  the  interests  of  the  Insurance  Company,  but  they  consider  that  the  con- 
dition should  be  so  extended  as  to  provide  that  where,  in  any  of  these  cases,  the 
sanction  of  the  company  is  withheld,  the  company  should  be  entitled  to  retain 
only  the  customary  short  period  rate  for  the  time  the  policy  has  been  in  force. 
Tihis  would  expressly  extend  to  the  insured  a  concession  which  is  usually  expressly 
provided  for  in  the  case  of  cancelment  of  insurance  at  the  request  of  the  insured. 
(See  also  section  35  hereafter.) 

27.  ASSIGNMENT  OF  POLICIES. 

The  fact  that  a  Fire  Insurance  policy  is  purely  a  contract  of  indemnity  is 
further  indicated  by  the  provision  almost  invariably  made  in  the  policy  conditions 
that  if  the  interest  in  the  property  insured  pass  from  the  insured  otherwise  than 
by  a  will  or  by  operation  of  law,  the  insurance  ceases  to  attach  as  regards  the 
property  affected  unless  before  the  occurrence  of  any  loss  or  damage  the  sanction 
of  the  company  has  been  signified  by  indorsement  on  the  policy.  This  fact  is 
further  accentuated  by  the  contract  being  usually  stated  to  be  that  of  making  good 
the  loss  or  damage  to  the  "  insured,  his  or  her  or  their  heirs,  executors,  or  adminis- 
trators," without  the  addition  of  the  word  assigns. 

In  this  connexion  it  may  be  noted  that  in  the  case  of  some  Fire  Insurance 
policies  issued  in  Australia  the  wording  of  the  contract  provides  for  making  good 
the  amount  of  the  loss  or  damage  to  the  "  insured,"  no  mention  being  made  of  any 
successors  in  iirterest.  In  such  a  case,  however,  the  rights  of  the  insured,  in  the 
event  of  the  death  of  the  insured,  vest  in  his  personal  representatives,  although 
such  representatives  are  not  specially  mentioned.  It  has  been  suggested  that  the 
policy  should  in  all  cases  contain  a  specific  provision  that  the  interest  therein 
shall  continue  to  the  heirs,  devisees,  executors  or  administrators  respectively  to 
whom  the  right  to  the  premises  or  property  shall  pass.  The  suggestion  is  one 
which  your  Commissioners  consider  that  it  would  be  advisable  to  adopt,  for  the 
sake  of  rendering  the  contract  as  explicit  as  possible,  end  of  thus  enabling  those 
interested  to  have  a  clear  knowledge  of  their  rights. 
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As  regards  the  assignment  of  policies,  it  is  clear  that  since  the  contract  is 
a  purely  personal  one  between  the  company  and  the  insured,  in  which  the  previous 
history  of  the  insured  plays  an  important  part,  the  company  is  quite  justified 
in  requiring  that  its  special  sanction  shall  be  obtained  before  any  transfer  of 
property  shall  entitle  the  transferee  to  the  insurance  rights  which  the  transferor 
previously  had  in  regard  to  the  property. 

In  the  event  of  the  company  sanctioning  the  assignment  of  a  policy  a 
registration  fee  of  2s.  6d.  is  charged,  but  no  such  charge  is  made  in  the  case  of 
a  policy  passing  to  heirs,  executors,  administrators,  or  other  successors  by  opera- 
tion of  .^aw.  In  reply  to  e  question  submitted  by  your  Commissioners  (see 
Appendix  B,  question  71)  as  to  whether,  in  the  event  of  a  fire  occurring  in  a 
property  subsequently  to  the  date  of  its  sale,  a  claim  made  on  the  vendor's 
unexpired  policy  would  be  admitted  by  the  company,  several  of  the  representatives 
stated  that,  although  in  the  event  of  the  vendor  retaining  no  insurable  interest  in 
the  property  the  company's  liability  under  the  policy  would  have  ceased,  in  certain 
special  cases  ex  gratia  payments  would  be  made. 

28.  STATE  AND  MUNICIPAL  FIRE  INSURANCE. 

Your  Commissioners  have  given  considerable  attention  to  the  question  of 
State  and  Municipal  Fire  Insurance,  and  find  themselves  unable  to  recommend 
the  adoption  of  either  class  of  Insurance  in  any  form.  By  the  terms  State  Fire 
Insurance,  and  Municipal  Fire  Insurance,  may  be  meant  one  or  other  of  two 
things,  viz.,  either — 

(a)  the  assumption  by  the  State  or  by  the  Municipality  of  the  fire  risks  of 
its  citizens  on  lines  similar  to  those  on  Avhich  such  risks  are  now 
taken  by  fire  insurance  companies;  or, 

{h)  the  assumption  by  the  State  or  Municipality  of  the  fire  risks  on  its 
own  property  either  with  or  without  the  creation  of  a  special  Fire 
Insurance  Fund. 

Your  Commissioners  are  of  opinion  .that  the  class  of  business  referred  to 
under  {a)  above  is  unsuitable  for  State  or  Municipel  enterprise,  owing — 

(i.)  to  the  large  extent  to  which  the  personal  element  enters  into  the 
contract  of  Fire  Insurance; 

(ii.)  to  the  unfavorable  selection  against  the  State  or  Municipality  which 
would  probably  result  from  such  an  enterprise  carried  on  along- 
side of  private  companies; 

(iii.)  to  the  undesirability  of  establishing  a  State  or  Municipal  monopoly 
in  this  class  of  business ; 

(iv.)  to  the  relatively  limited  field  presented  to  State  or  Municipality, 
and  the  consequent  inability  to  adequately  distribute  risks; 

(v.)  to  the  necessity  which  would  exist  under  such  a  scheme,  unHess 
worked  in  co-operation  with  private  companies,  of  carrying  on 
single  risks  a  much  greater  amount  of  insurance  than  is  advisable, 
which  necessity  w^ould  arise  from  the  absence  of  facilities  for 
re-insurance.  Such  a  position  has  arisen,  your  Commissioners 
understand,  in  connexion  with  State  Fire  Insurance  in  New 
Zealand. 

As  regards  {h)  above,  your  Commissioners  are  of  opinion  that  the  lack  of 
distribution  of  risk  and  the  consequent  heavy  loss  which  might  result  from  a  single 
fire  are  such  that  any  scheme  prepared  on  this  basis  is  essentially  unsound  in 
respect  of  the  fundamental  prinx^iple  of  fire  insurance.  Even  when,  as  is  some- 
times the  case,  a  special  fire  insurance  fund  is  created  the  position  of  affairs  is 
improved  little,  if  any,  since  the  periodical  contributions  to  this  fund  diminish 
the  immediate  benefit  to  current  revenue  arising  from  the  cessation  of  payment 
of  fire  insurance  premixims,  whilst  the  accumulated  sum  of  the  contributions  will, 
under  the  most  favorable  circumstances,  be  for  many  years  an  inadequate  guarantee 
against  the  risk  of  very  heavy  loss  arising  at  any  moment. 

F.  14377  P 
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Your  Commissioners  are  strongly  oi  opinion  that  the  only  sound  method 
01  ±ire  Insurance  is  that  which  is  based  upon  very  widely  distributed  risks  of 
relatively  small  amounts,  and  in  their  opinion  such  a  method  wouid  be  impossible 
under  any  practical  system  of  either  State  or  Municipal  ilre  Insurance  which  did 
not  mvoive  co-operation  with  private  insurance  companies  for  the  purpose  of 
widely  distributing  the  risks  by  reinsurance. 

in  this  connexion,  a  hie  of  papers  dealing  with  the  question  of  the  insurance 
against  hre  of  buildings  and  other  property  of  the  Commonwealth  Government 
was  submitted  for  the  consideration  of  your  Commissioners.  These  papers  were 
forwarded  by  the  Acting-tSecretary  of  the  Department  of  Home  Aliairs,  who,  in 
his  covering  minute,  drew  attention  to  the  fact  that  two  or  three  federal  Ministries 
had  deciaed  tnat  tne  Commonwealth  should  bear  its  own  insurance  risks,  and 
that,  in  pursuance  of  tnese  decisions,  buildings,  furniture,  httings,  launches,  &c., 
are  not  insured.  In  a  further  minute  contained  in  these  papers,  the  Acting- 
Secretary  lor  Home  Atiairs  (referring  to  a  possible  loss  by  hre,  for  example,  of 
the  Melbourne  I'ost  Ortice)  pointed  out  {2-2iid  April,  190b)  tliat  it  would  be  perhaps 
desirable  to  create  an  Insurance  I'und,  since  "  it  would  perhaps  cause  some  dis- 
location of  the  hnances  to  have  the  large  sum  necessary  for  the  replacing  of  the 
building  taken  from  one  year's  revenue." 

As  stated  above,  your  Commissioners  are  distinctly  of  opinion  that  such 
a  course  of  action  as  is  involved  in  leaving  these  buildings  and  other  property 
uninsured,  is  injudicious,  and  the  creation  of  provision  against  loss  by  means  of 
en  insurance  fund  coiild  be  defended  only  if  the  individual  risks  were  of  such 
relatively  small  amount  as  to  render  reinsurance' unnecessary.  Where,  however, 
single  risks  are  concerned  of  such  magnitude  as  those  which  are  actually  involved 
(for  example,  in  the  General  Post  Orhce  in  Melbourne,  referred  to,  and  that  of 
Sydney),  your  Commissioners  consider  that  the  geographical  distribution  of  the 
property  of  the  Commonwealth  is  quite  inadequate  as  a  guarantee  against  serious 
loss  by  hre,  even  when  supplemented  by  the  contributions  to  an  insurance  fund. 

As  the  result  of  inquiries  made  by  the  Prime  Minister,  at  the  instance  of 
your  Commissioners,  information  has  been  received  from  the  Premiers  of  the 
several  States  which  indicates  that  the  general  practice  at  present  obtaining  is 
for  the  Government  in  each  case  to  ^arry  its  own  fire  risks,  usually  without  the 
provision  of  a  special  Fire  Insurance  Pund,  and  this  no  doubt  has  influenced  the 
Commonwealth  Government  in  adopting  the  policy  indicated.  Nevertheless,  for 
the  reasons  specified  above,  your  Commissioners  consider  that  the  practice  is 
unwise;  and  that,  even  if  it  were  possible  to  so  arrange  that  Commonwealth  and 
State  Governments  should  contribute  to  a  common  fund  to  cover  any  losses  that 
might  arise  by  fire  to  the  properties  of  any  of  them,  the  large  amounts  which  would 
necessarily  be  concentrated  in  single  risks  are  such  as  to  render  inapplicable  the 
basic  principle  of  averages  unless  extensive  reinsurances  were  effected.  In  this 
connexion  it  may  be  noted  that  in  response  to  a  question  asked  by  your  Commis- 
sioners, replies  were  received  setting  forth  the  maximum  amount  of  risk  which 
the  various  companies  will  carry  alone  on  a  single  property.  (See  Appendix  B, 
question  32.)  From  these  replies  it  appears  that  in  many  cases  the  maximum 
amount  carried  alone  on  a  single  risk  does  not  exceed  £5,000,  and  in  some  instances 
is  much  lower,  while  in  no  case  was  a  higher  amount  than  £15,000  mentioned  as 
being  so  carried. 

29.  FIRE    PREVENTION. 

Your  Commissioners,  in  reply  to  inquiries  made  by  them  {see  Appendix  B, 
questions  87,  et  seq^)  were  informed  that  the  practice  of  levying  upon  the  Fire 
Insurance  Companies  a  proportion  of  the  cost  of  maintaining  fire  brigades,  is  one 
which  is  observed  only  in  Australia  and  New  Zealand,  and,  to  a  limited  extent,  in 
London.  The  opinions  expressed  in  these  replies  concerning  the  desirability  of 
Fire  Insurance  Companies  being  compelled  to  so  contribute  were  not  unanimous. 
Five  of  the  replies  received  were  in  favour  of  such  a  contribution,  and  36  were 
more  or  less  emphatically  opposed  to  it,  while  one  of  the  replies  was  to  the  effect 
that  "  in  theory  Insurance  Companies  do  not  consider  that  they  have  anything  to 
do  with  fire  brigades  and  their  cost,  their  business  being  to  rate  risks  as  they 
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find  them.  In  practice,  however,  fire  brigades  enable  companies  to  take  larger  and 
a  gre«,ter  number  of  risks  in  a  locality,  and  therefore  it  is  fair  that  they  should 
contribute  to  the  cost,  which  should  be  compulsory,  as  otherwise  some  companies 
might  refuse  to  contribute." 

The  main  reasons  .Idvanced  by  those  opposed  to  the  contribution  were   as 
follows :  — 

(i.)  Fire  brigades  are  not  deemed  necessary  in  scattered  districts,  and 
their  constitution  is  purely  a  municipal  duty,  arising  from  the 
aggregation  of  the  community  in  such  numbers  as  to  constitute 
a  necessity  for  municipalities, 
(ii.)  The  existence  of  fire  brigades  is  independent  altogether  of   the 
question  of  existence  ,of  Fire  Insurance  Companies, 
(iii.)  Fire  brigades  are  a  greater  desideratum  to  the  public  where  In- 
surance Companies  do  not  exist,  because  the  public  then  have 
no  other  means  for  protecting  themselves  from  pecuniary  loss 
in  the  event  of  an  outbreak  of  fire, 
(iv.)  Fire  brigades  are  a  protective  instrument  to  the  property  of  the 
community  on  the  same  principle  that  police,  boards  of  health, 
or  sanitary  works  are  protective  instruments  to  the  good  order, 
life,  and  health  of  the  community, 
(v.)  It  has  never  been  proposed  to  compel  Life,  Marine,  or  Burglary 
Insurance  Offices  to  contribute  specially  towards   Health   De- 
partments,    Sanitary  Works,   Lighthouses,    Harbor   Improve- 
ments, or  Police, 
(vi.)  The  effect  of  compulsory  contribution  is  to  make  an  undue  propor- 
tion of   the   cost  of  the  brigades  fall  on  the  policy-holders  of 
Fire  Insurance  Companies,  and  to  correspondingly  relieve  that 
portion  of  the  community  which  does  not  insure.    It  also  makes 
insurers  against  fire  pay  the  cost  even  of  life  saving  services, 
(vii.)  In  the  absence  of  a  fire  brigade  the  Insurance  Companies  would 
not  make  any  movement  to  start  one,  but  woiild  accommodate 
their  charges,  and  limit  their  commitments,  m  accordance  with 
the  condition  of  things  which  might  prevail, 
(viii.)  Fire  Insurance  Companies  do  not  offer  protection  from  fire,  they 
lOnly  sell  indemnity  against  loss  therefrom. 
(ix.)  It  penalizes  the  owner  whose  property  is  insured,  as  he  has  to  pay 
hot  only  as  a  citizen  of  the  State,  but  also  under  his  premiums 
to  the  Insurance  Companies, 
(x.)  In  the  event  of    Fire   Insurance    Companies    being    relieved   of 
brigade  taxation,  rates  could  be  reduced  in  the  cities  and  dis- 
tricts served  by  brigades. 

In  connexion  with  this  discussion,  it  may  be  noted  that  one  of  the  earliest 
London  Fire  Insurance  Companies,  "  The  Fire  Office,"  which  was  started  in  1680, 
had  a  brigade  of  its  own,  which  was  stated  to  be  "  versed  and  experienced  in  ex- 
tinguishing and  preventing  of  the  fire."  It  would  thus  appear  that  in  their 
original  conceptions  of  Fire  Insurance  the  founders  of  the  business  had  in  view 
fire  protection,  though  probably  only  the  protection  of  the  properties  covered  by 
them.  « 

The  principal  reason  for  imposing  on  Fire  Insurance  Companies  a  charge 
for  the  upkeep  of  fire  brigades  appears  to  be  the  recognition  of  the  fact  that  an 
efficient  fire  brigade  service,  by  reducing  the  fire  waste,  lessens  the  amount  of  loss 
payable  by  Fire  Insurance  Companies.  This  saving  to  .the  companies  appears  to 
be  considered  as  furnishing  an  equitable  ground  for  a  levy  in  support  of  the 
organization  which  has  been  instrumental  in  bringing  it  about.  If  the  Fire  In- 
surance policy  were  a  contract  of  long  duration  not  subject  to  any  abatement,  any 
improvement  in  the  direction  of  fire  prevention  might,  perhaps,  be  fairly  con- 
sidered as  warranting  a  levy  in  respect  of  the  business  in  force  at  the  date  on 
which  such  improvement  w^as  effected.  In  view,  however,  of  the  actual  nature  of 
the  contract,  and  the  facilities  afforded  by  it  for  revision  of  rates,  such  a  levy 
would  appear  to  be  without  adequate  justification.  Your  Commissioners  have 
given  the  subject  very  careful  consideration,  and  are  of  opinion  that  any  such 
levy  is  inequitable,  since  the  effect  which  it  produces  is  clearly  that  of  requiring 
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the  owner  of  insured  property  to  contribute  to  tlie  means  for  fire  prevention  in  a 
higher  proportion  than  the  owner  of  uninsured  property.  A  possible  reply  to  this 
view  of  your  Commissioners  would  be  that  Fire  Insurance  Companies  do  not  re- 
duce rates  for  improvements  in  fire  prevention,  and  that,  in  consequence,  the 
diminution  of  fire  Avaste  means  only  increased  profits  to  the  company.  Of  the 
accuracy  .of  any  such  reply  your  Commissioners  have  had  no  evidence,  but,  on  the 
contrary,  the  information  furnished  by  the  various  companies  appears  to  indicate 
that  steps  taken  for  fire  prevention  are  given  effect  to  in  determining  rates  of 
premium.  Thus,  for  example,  in  reply  to  questions  90  and  91  (see  Appendix  B) 
particulars  were  supplied  concerning  the  reduction  in  premium  rates  arising  from 
the  use  of  sprinklers  and  other  appliances  for  fire  prevention,  and  from  the  use 
of  fire  resisting  materials  in  the  erection  of  buildings. 

30.  FIRE    INQUESTS. 

In  all  the  States  of  the  Commonwealth,  legislative  provision  is  made  for 
the  holding  by  a  coroner,  or  by  some  person  acting  in  that  capacity,  of  inquiries 
concerning  the  cause  and  origin  of  fires.  These  provisions,  however,  are  not 
uniform  in  the  several  States.  In  New  South  Wales,  when  any  property  is 
damaged  or  destroyed  by  fire,  an  inquest  is  required  to  be  held  if  the  coroner  of 
the  district,  or  the  appropriate  Fire  Brigade  Board,  considers  it  desirable.  In 
Victoria,  subject  to  the  proviso  hereinafter  mentioned,  it  is  within  the  jurisdic- 
tion of  every  coroner  and  deputy  coroner  to  inquire  into  the  cause  and  origin  of 
any  fire  whereby  any  building,  ship,  or  merchandise,  or  any  stack  of  corn,  pulse, 
or  hay,  or  any  growing  crop  within  his  district  is  destroyed  or  damaged,  provided 
that  some  person  in  respect  of  such  inquisition  pays  the  sum  of  £5  5s.  to  the 
coroner  or  to  some  receiver  of  revenue.  In  the  absence  of  such  a  payment,  no  such 
jurisdiction  exists. 

In  Queensland,  provision  is  made  that  when  any  property,  real  or  personal, 
is  destroyed  or  damaged  by  fire,  an  inquiry  into  the  cause  and  origin  of  the  fire 
shall  be  held  upon  requisition,  in  writing,  by  six  householders  of  the  city 
town,  or  hamlet,  in  which,  or  nearest  to  which,  such  fire  took  place,  or  if 
the  coroner  himself  consider  the  case  one  for  inquiry.  In  the  absence  of  the  coroner, 
justices  in  petty  sessions  are  empowered  to  act.  In  South  Australia,  in  enumerat- 
ing the  duties  of  the  coroner,  it  is  stated  that  every  coroner  shall  have  jurisdiction 
to  inquire  concerning  the  cause  and  origin  of  any  fire  whereby  any  building,  ship, 
merchandise,  or  any  stack  of  corn  or  hay,  or  any  growing  crop,  pasture,  or  any 
other  valuable  effects  are  endangered,  destroyed,  or  damaged.  The  necessity  for 
holding  an  inquiry  in  any  given  case  is  left  to  the  discretion  of  the  coroner  for  the 
district.  In  Western  Australia  every  coroner  or  person  entitled  to  act  as  such  has 
jurisdiction  to  inquire  into  the  cause  and  origin  of  any  fire  whereby  the  life  of 
man  or  beast  has  been  lost  or  endangered,  or  whereby  any  building,  ship,  or  mer- 
chandise, or  any  stack  of  corn  or  hay,  or  any  growing  crop,  or  any  trees,  saplings, 
bushes,  shrubs,  plants,  grass,  stubble,  or  scrub,  has  been  destroyed  or  damaged. 
In  Tasmania,  provision  is  made  that  where  any  property,  real  or  personal,  is 
burnt  or  damaged  by  fire,  under  circumstances  leading  to  the  suspicion  that  the 
same  has  been  unlawfully  set  on  fire,  any  coroner  may  hold  an  inquest  for  the  pur- 
pose of  ascertaining  the  cause  and  origin  of  the  fire.  These  various  provisions, 
although  similar  in  their  general  tenor,  have  several  marked  differences.  Thus, 
whilst  in  the  cases  of  New  South  Wales,  Queensland,  South  Australia,  and  Western 
Australia,  the  opinion  of  the  coroner  or  his  deputy  or  substitute  is  sufficient  to 
Avarrant  an  inquiry,  in  Tasmania,  such  inquiry  is  ekpressly  limited  tp  cases  in 
which  incendiarism  is  suspected,  while  in  Victoria  the  payment  of  a  fee  of  £5  53. 
is  a  necessary  preliminary  to  any  inquiry.  Further,  in  Queensland,  the  cases  in- 
quired into  are  not  restricted  to  those  in  which  the  coroner  is  of  opinTon  that  an 
inquiry  is  necessary,  but  include  all  those  in  connexion  with  which  six  house- 
holders in  the  vicinity  of  the  fire  have  made  the  necessary  requisition  in  writing. 
The  enumeration  of  the  various  classes  of  property  affected  differs  considerably  in 
the  provisions  of  the  several  States,  and  varies  from  "  any  property  "  in  the  case 
oif  New  South  Wales  to  a  lengthy  enumeration  of  items  in  thet  of  Western  Aus- 
tralia. The  South  Australian  provision  relates  to  property  "  endangered,"  as 
well  as  to  that  "destroyed  or  damaged,"  while  in  Western  Australia  reference  is 
made  to  the  loss  or  endangering  of  the  life  of  man  or  beast. 
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In  response  to  a  question  submitted  to  tlie  representatives  of  the  various 
companies  (see  Appendix  B,  question  92),  your  Commissioners  have  received  re- 
plies which  indicate  a  great  diversity  of  opinion  as  to  the  necessity  for  exhaustive 
inquests  in  the  case  of  fires.  While  the  majority  of  the  representatives  considered 
such  inquiries  were  desirable,  some  expressed  the  opinion  that  they  were  unneces- 
sary, and  of  but  little  value.  Amongst  those  in  favour  of  such  inquiries  there 
was  also  a  considerable  difference  of  opinion  as  to  the  extent  to  which  the  prin- 
ciple should  be  applied,  some  maintaining  that  an  inquiry  should  be  held  in  all 
cases,  while  others  considered  that  it  should  apply  only  to  doubtful  cases.  After 
a  careful  consideration  of  the  question,  your  Commissioners  are  of  opinion — 

(i.)  that  it  is  desirable  ^hat  the  requisite  steps  should  be  taken  to  ensure, 
if  possible,  uniformity  in  the  several  States  in  the  statutory  pro- 
visions for  inquiry  into  the  cause  and  origin  of  fires  which  have 
endangered,  damaged,  or  destroyed  life  or  property; 
(ii.)  that    the  Queensland    provision  entitling  a  specified    number  of 
neighbouring  householders  to  obtain  by  requisition  an  inquiry  into 
the  cause  and  origin  of  any  fire  should  be  included  in  such  statu- 
tory provisions; 
(iii.)  that  inquiry  should  be  made  into  the  cause  of  every  extensive  fire, 
and  also  concerning  every  fire  whether  extensive  or  not,  in  con- 
nexion with  which  the  coroner  or  the  police  consider  the  circum- 
stances are  suspicious; 
(iv.)  that,  as  in  the  case  of  an  inquiry  concerning  the  cause  of  death, 
the  expenses  in  connexion  with  fire  inquests  shoiild  be  borne  by 
the  Grown. 

31.  INCENDIARISM. 

In  reply  to  questions  put  by  your  Commissioners  to  the  representatives 
of  the  various  companies  concerning  the  evidence  or  indications  of  wilful  destruc- 
tion by  fire  for  purposes  of  gain  (see  Appendix  B,  questions  93,  9i,  and  95),  it 
was  stated  that,  although  there  are  many  cases  in  which  the  circumstances  are 
suspicious,  conclusive  proof  is  usually  lacking,  and  consequently  the  policy  moneys 
have  had  to  be  paid.  Many  of  the  representatives  expressed  en  opinion  that  an 
extension  of  the  principle  of  fire  inquests  would  have  the  effect  of  checking  incen- 
diarism, and  would  thus  benefit  the  public  by  leading  to  a  reduction  of  premium 
rates. 

Your  Commissioners  are  of  opinion  that/  the  suggestions  made  by  them  in 
the  preceding  section  dealing  with  fire  inquests  would,  if  put  in  operatiom,  have 
a  beneficiftl  effect  in  the  direction  indicated. 

32.  LOSS  ASSESSORS. 

According  to  the  evidence  furnished  to  your  Commissioners  {see 
Appendix  B,  question  44),  it  appears  that  for  losses  of  a  small  or  trifling  nature 
a  recommendation  by  the  company's  local  agent  or  by  one  of  its  own  officers  is 
accepted  as  proof  of  loss,  but  that  in  all  other  cases  the  claim  is  placed  for  adjust- 
ment in  the  hands  of  an  expert  fire  loss  assessor,  who  is  not  a  member  of  the 
company's  official  staff,  but  is  paid  by  the  company.  In  view  of  the  confidential 
and  onerous  nature  of  the  duties  which  such  persons  are  called  upon  to  perform, 
it  appears  to  your  Commissioners  that  every  person  undertaking  the  duties  of 
fire  loss  assessor  should  be  required  to  register  his  name  and  address  with  the 
Insurance  Commissioner,  and  that,  prior  to  effecting  such  registration,  it  should 
be  the  duty  of  the  Commissioner  to  obtain  from  the  applicant  for  registration 
such  particulars  concerning  his  knowlege  and  experience  as  will  enable  an  estimate 
to  be  formed  of  his  qualifications.  In  the  event  of  the  Commissioner  considering 
such  qualifications  insufficient,  no  such  registration  should  be  effected,  and  it 
should  be  an  offence  for  any  company  to  employ  in  the  adjustment  of  a  claim 
above  a  specified  amount  any  unregistered  fire  loss  assessor.  In  the  event 
of  a  refusal  on  the  part  of  the  Commissioner  to  register  any  fire  loss  assessor,  it 
should  be  competent  for  such  assessor  to  proceed  against  the  Commissioner  in  the 
High  Court  or  the  Supreme  Court  to  show  cause  why  such  registration  should  not 
be  effected,  and,  in  the  event  of  the  Court  disagreeing  with  the  Commissioner's 
grounds  for  refusal,  it  should  be  competent  for  the  Court  to  order  such  registration 
to  be  effected. 
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33.  SALVAGE. 

Conditions  relative  to  right  of  entry  and  to  salvage  are  included  in  practi- 
cally all  fire  policies.  In  those  issued  in  Australia  the  provision  is  usually  to  the 
following  effect  :— 

"  On  the  happening  of  any  loss  or  damage,  the  company  may,  so  long  as 
the  claim  is  not  adjusted,  without  thereby  incurring  any  liability — 

(i.)  Enter  and  take  and  keep  possession  cf  the  building  or  premises 

where  the  loss  or  damage  has  happened, 
(ii.)  Take  possession  of,  or  require  to  be  delivered  to  it,  any  property 

of  the  insured  in  the  building  or  on  the  premises  at  the  time  of  the 

loss  or  damage, 
(iii.)  Examine,  sort,  arrange,  or  remove  all  or  any  of  such  property, 
(iv.)  Sell  or  dispose  of,  for  account  of  whom  it  may  concern,  any  salvage 

or  other  property  taken  possession  of  or  removed. 

In  no  case  shall  the  company  be  obliged  to  undertake  the  sale  or  disposal 
of  damaged  goods,  nor  shall  the  insured  have  the  right  to  abandon  to  the 
company  any  property  dauiaged  or  undamaged,  whether  taken  possession  of 
by  the  company  or  not.      Entry  upon  or  taking  possession  by  the  company 
shell  not  be  taken  as  recognition  of  abandonment  by  the  insured." 

A  further  condition  provides  that  if  the  insured  or  any  one  acting  on  his 
behalf  shall  hinder  or  obstruct  in  doing  any  of  the  acts  referred  to  above  the  policy 
shall  be  forfeited.  These  provisions  appear  to  your  Commissioners  to  confer  upon, 
the  company  greater  poM^ers  and  immunities  in  the  case  of  a  fire  than  is  strictly 
equitable.  For  example,  under  these  provisions  the  right  to  retain  possession  of 
the  building  and  premises  remains  with  the  company  "  so  long  as  the  claim  is  not 
adjusted,"  instead  of,  as  in  the  form  of  policy  sometimes  used  elsewhere,  "  for  a 
reasonable  time."  Again,  the  provision  for  forfeiture  in  the  event  of  hindrance 
or  obstruction  appears  to  require  qualifications  so  as  to  relate  only  to  those  which 
are  material  and  ^nlful.  Probably  no  well-established  company  would  attempt 
to  enforce  forfeiture  for  a  trivial  or  accidental  hindrance,  but  it  appears  desirable 
that  in  such  a  matter  the  rights  of  both  parties  to  the  contract  should  be  clearly 
sta+ed,  as  otherwise  payments  may  be  treated  as  eco  gratia  which  should  strictly 
be  claimable  as  a  matter  of  right.  The  penalty  of  forfeiture  for  obstruction  may 
perhaps  appear  excessive  in  any  case,  but  your  Commissioners  are  of  opinion  that 
where  such  obstruction  or  hindrance  is  wilful  and  material  such  a  penalty  is 
warranted,  as,  in  the  absence  of  'some  such  provision,  the  concealment  of  fraud 
would  be  facilitated.  As  regards  the  condition  relative  to  entry  and  salvage, 
3'Our  Commissioners  are  of  opinion  that  it  should  be  so  extended  as  to  iudicato 
clearly  the  rights  of  the  insured;  such,  for  example,  as  reasonable  facilities  to 
prepare  his  statement  of  claim,  and,  where  practicable,  to  carry  on  his  business, 
which  in  the  event  of  total  cessation  might  perhaps  irremediably  deteriorate. 
The  right  of  the  insured  to  be  present  at  any  dealings  with  salvage  should  also  bo 
expressly  recognised,  and  provision  should  be  made  for  notifyint?  him  of  any  snob 
/lealingrs.  The  provision  that  the  insured  shall  not  under  any  circumstances  have 
the  right  to  abandon  any  property  to  the  company  appears  equitable  and  in  strict 
accord  with  the  contract  as  usually  stated  on  the  face  of  the  policy,  which  is  to 
the  effect  that  the  company  undertakes  to  pay,  reinstate,  or  make  good  to  the 
insured  any  loss  or  damage  by  fire  to  the  property  specified  in  the  policy.  This 
is  clearly  not  an  undertaking  on  the  part  of  the  company  to  dispose  of  any  property 
damaged  or  undamaged,  but  simply  to  indemnify  the  insured  against  the  loss 
suffered  by  him. 

34.  INSURABLE  INTEREST. 

As  noted  in  Appendix  F,  pages  158  a,nd  159  of  their  report  on  Life  Assur- 
ance, your  Commissioners  ascertained  that  the  Act  Geo.  III.  dealing  with  the. 
principle  of  insurable  interest  (14  Geo.  III.,  c.  48).  commonly  known  as  the 
"  Gambling  Act,"  is  in  force  in  New  South  Wales  and  Victoria,  but  they  had  no 
evidence  of  its  existence  in  the  other  States  of  the  Commonwealth.  In  the  case 
of  Life  Assurance,  since  the  policy  is  not  a  contract  of  indemnity,  but  an  under- 
takincr  to  pay  a  specified  sum  on  the  occurrence  of  a  specified  dontingency,  special 
provision  is  requisite  to  prevent  the  "  mischievous  kind  of  gaming  "  mentioned  in 
the  preamble  to  the  original  Act  referred  to.       In  the  case  of  Fire  Insurance. 
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however,  such  a  special  provision  is  unnecessary,  since  the  nature  of  the  policy 
limits  its  operations  to  cases  in  which  such  an  interest  must  exist.  If  the  fire  does 
not  cause  loss  to  the  insured,  no  indemnity  is  claimable,  and  if  it  does  cause  loss, 
the  proof  that  such  loss  has  arisen  in  connexion  with  the  property  specified  in  the 
policy  is  proof  of  insurable  interest  in  the  property.  In  certain  cases  more  than 
one  person  may  have  an  insurable  interest  in  respect  oi  the  same  property,  as,  for 
example,  in  the  case  of  joint  owners,  mortgagor  and  mortgagee,  lessor  and  lessee, 
etc.,  but  in  each  case  the  same  principle  applies,  the  extent  of  the  insurable  interest 
of  each  insured  being  determined  by  the  amount  which  he  would  lose  if  the 
property  were  destroyed.  Where  goods  are  held  in  trust  or  on  commission,  and 
the  holder  is  responsible  for  their  safe  custody,  an  insurable  interest  also  exists. 
In  the  policies  issued  in  Australia  it  is  specially  stated  in  the  conditions  that 
"  unless  otherwise  expressly  stated  in  the  policy,  the  insurance  does  not  cover  goods 
held  in  trust,  or  on  commission." 

35.  CANCELMENT  OF  POLICY. 
The  Fire  Insurance  policies  issued  in  Australia  usually  contain  a  provision 
whereby  the  policy  may  at  any  time  during  its  currency  be  terminated  at  the 
option  of  either  party  to  the  contract.  If  term.inated  at  the  request  of  the  insured, 
the  company  will  retain  the  customary  short-period  rate  for  the  time  the  policy 
has  been  in  force,  while,  if  terminated  at  the  option  of  the  company,  the  company 
is  liable  to  repay  on  demand  a  ratable  proportion  of  the  premium  for  the  unexpired 
term  from  the  date  of  cancelment.  In  this  case,  as  in  many  others,  such  a  con- 
dition is  open  to  no  objection  on  the  grounds  of  equity,  provided  that  the  parties 
to  the  contract  are  equally  aware  of  its  existence,  and  its  probable  effects.  In 
many  cases,  however,  it  is  probable  that  the  insured  is  unaware  of  the  provision 
through  neglect  to  carefully  read  the  conditions  of  the  policy.  In  the  opinion  of 
your  Commissioners  it  is  undesirable  that,  in  the  absence  of  a  distinct  breach  of 
the  conditions  of  the  contract,  a  Fire  Insurance  policy  should  be  terminable  other- 
wise than  by  expiration  of  the  period  for  which  it  was  effected,  except  with  the 
consent  of  both  parties. 

36.  PROPOSALS  AND  POLICY  FORMS. 
The  Fire  Insurance  policies  issued  by  the  various  companies  carrying  on 
business  in  Australia  are  practically  uniform  as  regards  the  conditions  indorsed 
thereon,  and  are  similar  to  each  other,  though  not  identical,  in  regard  to  the 
printed  portion  of  the  face  of  the  policy.  A  copy  of  the  conditions  and  stipula- 
tions indorsed  on  Fire  Insurance  policies  issued  in  Australia  is  given  here- 
after in  Appendix  C.  While  recognising  the  advantages  to  the  public  arising 
from  this  uniformity,  your  Commissioners  do  not  consider  that  it  would  be  advis- 
able to  provide  by  Statute  a  standard  form  of  policy,  since  changes  which  it  might 
be  desirable  to  effect  from  time  to  time  in  the  policy,  or  its  conditions,  would  neces- 
sitate an  amendment  of  the  law,  which  might  not  be  very  readily  brought  about. 
The  same  objection  would  not  apply  to  a  regulation  under  Statute.  Your  Com- 
missioners are,  however,  of  opinion  that  all  policy  forms  and  conditions  should  be 
submitted  for  the  approval  of  the  Insurance  Commissioner,  and  that  all  proposal 
forms,  cover  notes,  or  deposit  receipts,  should  be  similarly  submitted,  and  that 
any  company  carrying  on  business  on  a  form  which  has  not  been  so  submitted 
should  be  guilty  of  an  offence.  The  Insurance  Commissioner  should  have  power 
to  veto  or  amend  such  forms,  subject  to  the  company's  right  to  appeal  against 
his  ruling  to  the  High  Court  or  the  Supreme  Court. 

37.  PRINTED    AND    WRITTEN    PORTIONS    OF    POLICY. 

In  addition  to  the  printed  portion  of  a  Fire  Insurance  policy  cqmprising 
usually  the  skeleton  of  the  contract  and  the  conditions  under  which  it  is  issued, 
certain  other  portions  are  usually  typed  or  written.  These  portions  usually  con- 
sist of  the  names  of  the  parties  to  the  contract,  the  nature  and  location  of  the  pro- 
perty, the  sum  insured,  the  amount  of  the  premium,  the  dates  between  which  the 
insurance  is  to  run,  and  the  date  on  which  the  contract  was  signed.  Where,  how- 
ever, the  circumstances  of  the  case  are  special,  it  may  be  necessnrv  to  insert  addi- 
tional written  or  typed  conditions.  In  the  event  of  such  additional  conditions 
being  inconsistent  with  those  printed  on  the  policy,  it  has  been  held  that  the  former 
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must  prevail  as  expressing  more  precisely  the  meaning  of  the  parties,  but  that,  if 
possible,  an  interpretation  should  be  adopted  which  will  reconcile  both.  In  ac- 
cordance with  the  suggested  provision  contained  in  section  36  above,  before  any 
new  condition  could  be  added  to  a  policy  form  approved  by  the  Insurance  Commis- 
sioner, it  would  be  necessary  that  his  further  approval  should  be  obtained.  Dt>- 
linitive  additions  to  the  policy,  such  as  those  enumerated  above,  would,  of  course, 
not  require  such  approval. 

38.  COVER  NOTE  OR  DEPOSIT  RECEIPT. 
When  a  proposal  for  Fire  Insurance  has  been  received  by  the  company,  and 
a  premium,  or  a  portion  thereof,  by  way  of  deposit  has  been  paid  by  the  proponent, 
it  is  usual  for  the  company  to  issue  forthwith  a  receipt,  which  is  known  as  a  "  cover 
note,"  or  "  deposit  receipt,"  and  which  usually  sets  forth  that  a  policy  will  be 
issued  later  subject  to  the  terms  and  conditions  of  the  company's  policies.  This 
cover  note,  within  the  limits  of  the  time  specified  thereon,  fulfils  all  the  functions 
of  a  policy  until  such  time  as  the  policy  itself  is  issued,  or  the  insurance  is  declined. 
Where  the  time  specified  in  the  cover  note  has  elapsed  before  the  issue  of  the 
policy,  a  fresh  cover  note  should  be  obtained,  as  otherwise  the  property  would  be 
uninsured  during  the  interval  between  the  lapse  of  ihe  cover  note  and  the  issue  of 
the  policy.  In  the  event  of  a  fire  occurring  during  such  an  interval,  it  is  perhaps 
improbable  that  a  company  would  decline  to  pay.  Your  pommissioners,  however, 
consider  that  it  is  undesirable  that  the  matter  should  be  left  to  the  generosity  of 
the  company,  and  are  of  opinion  that  all  cover  notes  should  run  for  a  period  not 
less  than  tliat  for  which  the  amount  paid  to  the  company  represents  premium  in 
respect  of  the  sum  specified  in  the  proposrO,!. 

39.  MATERIAL    MISDESCRIPTION. 

One  of  the  conditions  contained  in  all  Fire  Insurance  policies  is  that  which 
provides  for  the  avoidance,  either  total  or  partial,  of  a  policy  in  connexion  with 
which  there  has  been  any  material  misdescription,  misrepresentation  of  any  ma- 
terial fact,  or  omission  to  state  any  such  fact.  In  the  policies  issiied  in  Australia 
the  terms  of  the  condition  are  to  the  effect  that  material  misdescription,  misrepre- 
sentation, or  omission  in  respect  of  any  property  shall  relieve  the  company  of 
liability  under  the  policy  in  respect  of  that  property.  In  the  condition  of  similar 
nature  sometimes  included  in  policies  issued  elsewhere  the  terms  are  so  general 
as  to  amount  to  a  provision  that  misdescription,  misrepresentation,  or  omission 
in  respect  of  any  of  the  property  covered  by  the  policy  will  invalidate  the  whole 
policy. 

While  recognising  fully  that  it  is  essential  in  any  Fire  Insurance  contract 
that  the  insurer  and  the  insured  should,  as  nearly  as  practicable,  be  placed  on  an 
equal  footing  as  regards  knowledge  of  the  nature  of  the  risk  involved,  your  Com- 
missioners consider  that  the  terms  of  the  condition  referred  to  are  unduly  onerous, 
and  are  of  opinion  that  the  penalty  of  avoidance  should  only  be  enforceable  where 
the  misdescription  was  fraudulent,  or,  if  non-fraudulent,  was  of  such  a  nature 
as  to  have  induced  the  company  to  effect  a  policy  where,  with  full  knowledge  of 
the  facts,  the  insurance  would  have  been  declined.  Even  in  such  a  case,  your 
Commissioners  consider  that  in  the  absence  of  fraud,  full  justice  would  be  done 
by  annulling  the  lialbility  of  the  company  in  respect  of  that  property  in  connexion 
with  which  such  misdescription  had  been  made. 

Where  the  property  is  insurable,  and  the  misdescription,  etc.,  has  been 
innocently  made,  it  appears  to  your  Commissioners  that  the  equities  of  the  case 
would  be  met  by  reducing  the  sum  assured  in  the  ratio  of  the  premium  which 
should  have  been  paid  to  that  which  actually  was  paid.  _ 

In  this  connexion  your  Commissioners  are  of  opinion  that  all  statement? 
made  bv  the  insured,  and  embodied  either  exnressly  or  bv  implication  in  the  policv 
contract,  should  be  regarded  as  representations  made  to  the  best  of  the  belief  of 
the  insured,  not  as  warranties. 

40.  SUBROGATION. 

One  of  the  conditions  contained  in  the  Fire  Tnsurance  policy  is  that  which 
provides  that  the  insured  shall,  at  the  expense  of  the  companv  do,  and  concur  in 
doing,  and  permit  to  be  done,  everything  necessary  to  enable  the  company  to  en- 
force any  rights  to  which  the  company  would  become  entitled  or  subrogated  upon 
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making  good  any  loss  covered  by  the  policy.  This  condition  is  based  upon  the 
principle  that  where  an  injured  person  has  distinct  remedies  against  different 
parties,  and  recovers  from  one  of  the  parties  the  whole  amount  involved,  that 
party  is  entitled  to  recover  from  the  other  parties  in  the  name  of  the  injured  per- 
son. This  principle  is  one  which  appears  to  your  Commissioners  to  be  quite 
equitable,  and  the  condition  referred  to  is  practically  an  agreement  on  the  part 
of  the  insured  to  afford  every  facility  for  putting  the  principle  into  operation  at 
the  expense  of  the  company.  It  is  clear  that  the  principle  of  subrogation  limits  the 
extent  to  which  the  insured  is  entitled  to  renounce  any  legal  rights  or  remedies 
which  he  may  have  against  third  parties,  and  that  in  the  event  of  any  such  re- 
nunciation taking  place,  the  company  would  be  entitled  to  take  it  into  account  in 
its  settlement  of  claim.  It  does  not  appear  to  your  Commissioners  that  any  valid 
exception  can  be  taken  to  this,  since  the  insured  is  entitled  to  recover  from  the 
company  to  the  full  extent  to  which  his  loss  is  covered  by  the  policy,  but  having  so 
recovered  nuist  leave  it  to  the  company  to  say  whether  any  rights  or  remedies 
against  third  parties  should  or  should  not  be  renounced. 

41.  CONSEQUENTIAL  LOSS. 

The  ordinary  Fire  Insurance  policy  is  a  contract  to  indemnify  against  loss 
of  capital  arising  through  fire,  and  the  measure  of  the  loss  may  be  said  to  be  repre- 
sented by  the  cost  of  replacing  the  damaged  property  in  the  condition  in  which 
it  was  immediately  before  the  occurrence  of  the  fire.  In  addition  to  this  direct 
loss  of  capital  there  is  frequently  an  indirect  consequential  loss,  such  for  example 
as  the  loss  of  rent  or  profits  during  the  time  the  damage  is  being  reinstated.  Such 
loss  would  not  be  covered  by  the  ordinary  fire  policy  unless  specially  included. 
In  the  proposal  forms  of  some  of  the  fire  insurance  companies  doing  business  in 
Australia  provision  is  made  for  insurance  of  rent,  and  one  of  the  conditions 
common  to  all  such  policies  is  that  throughout  the  conditions  "  the  stipulations, 
provisions,  and  requirements  applicable  to  loss  on  property  shall  also  be  deemed 
to  apply  in  case  of  any  insurance  on  rent."  The  rate  charged  for  the  insurance 
of  rent  is  stated  to  be  usually  the  same  as  that  charged  for  the  insurance  of  the 
building. 

Until  recently,  the  insurance  in  respect  of  loss  of  profits  consequent  upon 
loss  or  damage  by  fire  was  not  undertaken  by  English  companies,  but  policies 
covering  such  risks  are  now  issued  in  certain  cases.  The  policy  covering  such 
risks  is  usually  separate  from  the  ordinary  fire  policy,  and  the  amount  payable 
thereunder  is,  in  different  instances,  variously  based  upon — 

(i.)  a  fixed  percentage  of  that  recoverable  under  the  policy  insuring 
against  direct  loss: 

(ii.)  the  time  the  property  is  idle  in  consequence  of  the  fire;  or, 
(iii.)  a  percentage  on  the  decrease  in  monthly  turnover  as  compared  with 
the  corresponding  month  of  the  preceding  year. 

In  all  cases  of  insurance  against  consequential  loss,  the  right  to  recover  is 
governed  by  the  principles  which  govern  the  right  to  recover  under  a  policy 
insuring  against  direct  loss. 

42.  TARIFF  ASSOCIATIONS. 

From  the  replies  received  from  the  representatives  of  the  various  companies 
in  response  to  a  query  concerning  the  method  by  which  Fire  Insurance  premiums 
payable  in  the  Commonwealth  were  determined,  it  appears  that  the  major  portion 
of  the  business  is  conducted  on  rates  determined  by  tariff  aissociations.  (See 
Appendix  B,  question  20.)  These  rates  represent  the  combined  experience  of  the 
offices  connected  with  the  association,  which,  in  the  absence  of  a  complete  scheme 
of  classification  and  tabulation  of  risks  and  losses,  such  as  that  referred  to  in 
section  24  above,  appears  to  furnish  a  fairly  satisfactory  method  of  determining 
a  reasonable  basis  of  operations. 

An  obiection  which  is  sometimes  urged  against  such  an  association  is  that 
it  tends  to  maintain  rates  at  an  unduly  high  level,  and  that  if  there  were  unre- 
stricted competition  amongst  the  offices  the  public  would  benefit. 
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Your  Commissioners  are  of  opinion  that  this  view  is  largely  erroneous, 
and  that  under  the  supervision  of  the  Insurance  Commissioner  guided  by  data 
collected  in  accordance  with  section  24  above,  the  possibility  of  injustice  to  the 
public  arising  from  agreement  amongst  the  Companies  as  to  rates  of  premium 
would  be  negligible.  In  the  event  of  the  Commissioner  becoming  satisfied  at  any 
time  that  such  agreement  between  the  Fire  Insurance  Companies  was  inimical  to 
the  interests  of  the  public,  your  Commissioners  are  of  opinion  that  powers  should 
be  conferred  on  him  to  cite  the  various  Companies  before  the  High  Court  or  the 
Supreme  Court  to  show  cause  why  their  rates  should  not  be  reduced. 

RECOMMENDATIONS. 
Your  Commissioners  recommend^ —  > 

1.  That  for  the  control  of  the  fire  insurance  business  of  the  Commonwealth 
it  is  desirable  that  a  Federal  law  should  be  enacted  dealing  with  the  subject  of 
fire  insurance  only. 

2.  That  the  administration  of  the  Act  should  be  intrusted  to  the  Common- 
wealth Insurance  Commissioner  whose  appointment  your  Commissioners  recom- 
mend in  their  report  on  life  assurance. 

3.  That  all  companies  carrying  on,  or  proposing  to  carry  on,  the  business 
of  fire  insurance  in  the  Commonwealth  should  be  required  to  effect  a  registration 
with  the  Insurance  Commissioner. 

4.  That  every  such  company  should  be  required  to  obtain  from  the  Com- 
missioner a  license  to  carry  on  such  business  and  that  any  infringement  of  this 
provision  should  be  subject  to  ft  heavy  penalty. 

5.  That  every  such  company  should  be  required  to  appoint  a  permanent 
resident  of  the  Commonwealth  to  act  as  its  Australian  representative,  with 
plenary  powers. 

6.  That  every  sTich  company  should  be  required  to  lodge  with  the  Com- 
monwealth Government  approved  securities  to  the  value  of  £20,000. 

7.  That  every  such  company  should  be  required  to  furnish  an  annual  re- 
venue account  and  balance-sheet  in  respect  of  its  -fire  insurance  business,  dis- 
tinguishing between  and  Commonwealth  and  extra-Commonwealth  items. 

8.  That  a  further  return  should  be  supplied  annually  showing  as  at  the 
close  of  the  company's  financial  year  the  amount  of  unexpired  risks  on  the  com- 
pany's books  and  distinguishing  between  business  within  and  that  outside  of  the 
Commonwealth. 

9.  That  the  Commissioner  should  have  power  to  inspect  the  books  of 
account  or  other  records  of  any  licensed  fire  insurance  company,  or  to  authorize 
in  writing  some  other  person  to  make  such  an  inspection  on  his  behalf. 

10.  That  the  retention  by  companies  of  the  reinstatement  condition  in  their 
policies  is  desirable  as  a  possible  check  on  exorbitant  claims. 

11.  That  the  principle  of  reinsurance  is  essential  to  successful  fire  in- 
surance, and  should  not  be  discouraged. 

12.  That  the  issue  of  "  valued  "  policies,  that  is,  policies  undertaking  to 
pay  a  specified  sum  irrespective  of  the  amount  of  loss  actually  sustained,  is  un- 
desirable, and  contrary  to  the  principle  of  indemnity  on  which  this  branch  of 
insurance  business  is  based. 

13.  That  for  the  purposes  of  "  loss  contribution  "  by  several  companies  the 
only  policies  taken  into  account  should  be  those  which  are  actually  effectual  at  the 
time  of  the  fire. 

14.  That  where  a  policy  is  issued  subject  to  average,  attention  should  be 
called  thereto  by  a  distinctive  notice  stamped  or  printed  on  the  face  of  the  policy 
in  coloured  ink. 

15.  That  in  the  absence  of  any  change  in  the  nature  of  the  risk  a  policy 
issued  as  non-average  should  remain  so  until  the  expiration  of  the  term  for  which 
it  was  issued. 

16.  That  arrangements  should  be  made  by  the  Insurance  Commissioner  for 
securing  the  classification  and  tabulation  of  the  experience  of  the  various  com- 
panies transacting  fire  insurance  business  in  Australia,  in  respect  of  amounts  at 
risk,  and  losses  incurred. 
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17.  Thftt  the  rates  deduced  from  these  data  for  a  series  of  years  should  be 
made  the  basis  for  the  computation  of  standard  rates  of  premiums  for  the  several 
classes. 

18.  That  every  fire  policy  should  contain  either  on  its  face  or  in  its  in- 
dorsed conditions  a  statement  of  the  risks  which  it  is  designed  to  cover. 

19.  That  where  a  company  withholds  its  sanction  to  any  alterations  or  re- 
movals of  the  insured  property  the  company  should  be  entitled  to  retain  only  the 
Customary  short  period  rate  for  the  time  the  policy  was  in  force. 

20.  That  it  is  undesirable  that  the  business  of  fire  insurance  should  at 
present  be  undertaken  as  a  State  or  Municipal  function. 

•21.  That  Government  or  Municipal  property  liable  to  damage  by  fire 
should  be  protected  by  means  of  fire  insurances,  especially  where  such  property 
consists  of  single  risks  of  considerable  value. 

22.  That  owing  to  the  inequitable  character  of  the  levy  on  fire  insurance 
companies  for  the  maint6nance  of  fire  brigades,  steps  should  be  taken  to  secure 
the  discontinuance  of  such  levy 

23.  That  steps  should  be  taken  to  ensure,  if  possible,  uniformity  in  the 
several  States  in  the  statutory  provisions  for  inquiry  into  the  cause  and  origin  of 
fires  which  have  endangered,  damaged,  or  destroyed  life  or  property. 

24.  That  under  these  provisions  a  specified  number  of  neighbouring  house- 
holders should  be  entitled  to  obtain  by  requisition  an  inquiry  into  the  cause  and 
origin  of  any  fire. 

25.  That  inquiry  should  be  made  .into  the  cause  of  every_  extensive  fire, 
and  also  concerning  every  fire  whether  extensive  or  not,  in  connexion  with  which 
the  coroner  or  the  police  consider  the  circumstances  are  suspicious. 

26.  That,  as  in  the  case  of  an  inquiry  concerning  the  cause  of  death,  the 
expenses  in  connexion  Math  fire  inquests  should  be  borne  by  the  Crown. 

27.  That  every  person  undertaking  the  duties  of  fire  loss  assessor  should  be 
required  to  register  his  name  and  address  with  the  Insurance  Commissioner,  and 
to  furnish  the  Commissioner  with  particulars  concerning  his  qualifications  to  act 
as  assessor.  '-^-''I 

28.  That  it  should  be  an  offence  for  any  company  to  employ  in  the  adjust- 
ment of  a  claim  above  a  specified  amount  an  unregistered  fire  loss  assessor. 

29.  That,  in  the  condition  relating  to  entry  and  salvage,  provision  should 
be  made  that  trivial  or  accidental  hindrance  should  not  entail  forfeiture  of  policy 
rights,  and  that  reasonable  facilities  should  be  allowed  the  insured  to  prepare  his 
statement  of  claim,  and,  where  practicable,  to  carry  on  his  business. 

30.  That  in  the  absence  of  a  distinct  breach  of  the  conditions  of  the  con- 
tract, a  fire  insurance  should  not  be  terminable  otherwise  than  by  expiration  of 
the  period  for  which  it  was  effected,  except  with  the  consent  of  both  parties. 

31.  That  all  policy  forms  and  conditions  as  well  as  all  proposal  forms, 
cover  notes  or  deposit  receipts  should  be  submitted  for  the  approval  of  the  In- 
surance Commissioner. 

32.  That  any  Company  carrying  on  business  on  a  form  which  has  not  been 
so  submitted  should  be  guilty  of  an  offence. 

33.  That  all  cover  notes  issued  by  a  fire  insurance  company  pending  the 
final  acceptance  or  refusal  of  a  proposed  insurance  should  run  for  a  period  not  less 
than  that  for  which  the  amount  paid  to  the  company  represents  premium  in 
respect  of  the  sum  specified  in  the  proposal. 

34.  That  where  a  property  is  insurable,  and  in  the  proposal  for  a  policy 
thereon  a  misdescription,  misrepresentation  or  omission  has  been  innocently  made 
the  policy  should  not  be  void,  but  the  sum  assured  should  be  reduced  in  the  ratio 
of  the  premium  which  should  have  been  paid  to  that  which  actually  was  paid. 

35.  That  all  statements  made  by  the  insured  and  embodied  either  expressly 
or  by  implication  in  the  policv  contract  should  be  regarded  as  representations 
made  to  the  best  of  the  belief  of  the  insured,  not  as  warranties. 

We  have  the  honour  to  be, 

Your  Excellency's  most  obedient  servants, 

J.  H.  .HOOD. 
G.  H.  KNIBBS. 

Chas.  H.  Wickens,  Secretary, 

"  The  Rialto,"  Collins-street,  Melbourne. 
15th  October,  1910. 
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APPENDIX  A. 

« 

QUESTIONS  SUBMITTED  TO  OFFICERS    OF   FIRE  INSURANCE  COMPANIES. 


I. — Covering  Letter. 

COMMONWEALTH    OF    AUSTRALIA. 
ROYAL   COMMISSION   ON   INSURANCE. 

Commonwealth  Statistical  Offices, 

The  Rialto,  Collins  Street, 
Melbourne,  21st  December,   1908. 
Sir, 

I  have  the  hoxiour  to  inform  you  that  His 
Majesty,  through  His  Excellency  the  Governor- 
General,  and  on  the  advice  of  the  Federal  Govern- 
ment, has  been  pleased  to  appoint  Mr.  Justice 
Hood  and  Mr.  G.  H.  Knibbs  a  Commission  "  to 
inquire  into  and  report  upon  the  Law  lelating  to 
and  the  methods  of  operating  Fire,  Life,  Indus- 
trial, and  other  Insurance  in  Australia." 

With  a  view  to  saving  witnesses  time  and  expense, 
and  otherwise  facilitating  the  inquiry,  and  with  a 
view  also  to  enabling  all  replies  to  be  made  witii 
due  deliberation,  the  Commissioners  have  addressed 
to  you  a  number  of  questions,  hereto  appended,  to 
be  replied  to  in  your  capacity  as 

The  Commissioners  will  be  obliged  therefore  if 
you  will  be  good  enough  to  answer  these  questions. 
.seriatim,  on  one  of  the  Inquiry  Forms  forwarded 
herewith  (in  duplicate),  and  return  the  document  so 
as  to  reach  the  Commissioners  at  the  above  address. 
on  or  before  20th  January,  1909.  To  facilitate 
verification,  it  is  desired  that  you  should  sign  each 
page. 

In  replying  to  the  questions  set  out,  will  you 
please  write  your  answers  in  the  briefest  possible 
manner  in  the  proper  place  on  the  Inquiry  Form. 
Should  you  desire  to  amplify  in  any  way  such  brief 
reply,  please  do  so  in  a  series  of  notes  at  the  end, 
bearing  the  same  number  as  the  question  to  which 
the  reply  refers. 

It  is  expected  by  the  Commissioners  that  you  will 
be  prepared  at  the  proper  time,  if  deem.ed  necessary. 
to  confirm  your  replies  on  oath. 

I  have  the  honour  to  be. 

Sir, 
Your  obedient  Servant. 


Secretary  to  the  Commi.ssion. 

11. — Questions. 

Section. 

Synopsis. 

Question 
No. 

I. 
II. 

III. 

Company  represented 
Constitution    and    Location    (f 

Company 
Business  of  Company 

I 

2-7 

8-10 

IV. 

V. 
VI. 

Insurances  in  Force 

Assets 

Reserve  Funds 

I  1-12 
13-16 
I7-X8 

Section. 

Qviestion 
No. 

vii. 

Income 

19 

VIII. 

Premiums 

20-27 

IX. 

Claims 

28 

X. 

Reinstatement 

29-30 

XI. 

Re-insurance 

31-33 

XII. 

Payment  of  Sum  Insured 

34-40 

XIII. 

Extent  of  Insurance 

41 

XIV. 

Average  Clau.se 

42 

XV. 

Partial  Loss 

43-44 

XVI. 

Proof  of  Loss 

45-51 

XVII. 

Period  Elap.sing  before  Settle- 

ment    ... 

52-55 

XVIII. 

Arbitration 

56-57 

XIX. 

Classification  of  Risks 

58-59 

XX. 

Los.ses  Covered  by  Fire  Policies 

60-65 

XXI. 

Variations  in  Property  Insured 

66-67 

XXII. 

Period  covered 

68-69 

XXIII. 

Assignment  of  Policies 

70-72 

XXIV. 

Government  Supervision 

7.3-78 

XXV. 

Deposits  with  Government     ... 

79-85 

XXVI. 

State  and  Municipal  Insurance 

86 

XXVII. 

Fire   Prevention 

87-91 

XXVIII. 

Fire  Inquests 

92 

XXIX. 

Incendiarism 

93-95 

XXX. 

Proposals,    Policies,    &c. 

96-97 

I. — Company  Represented. 

What  is  the  name  of  the  Company  'which  you 
represent  ? 


II. — Constitution  and  Location  of  Company. 

2.  On  what  date  was  your  Company  founded? 

3.  Where  is    the    head    office    of    your    Company 


Where  is    the 
situated  ? 

4.  In    what    countries    is    Fire    Insurance    business 

carried  on  by  your  Company  ? 

5.  Under  what  Act  or  Charter  does  your  Company 

carry    on    business    in    the     Commonwealth? 
(Supply  copy.) 

6.  What  is  the  capital  of  your  Company  ? — 

(i.)  Nominal,  £^ 
(ii.)  Subscribed,  £^ 
Hii.)  Paid  up  £ 

7.  What  is  your  opinion  of  the  relative  merits  of— 

(i.)  Proprietary  Comp.anies ; 
(ii.)  Mutual    Societies, 

for  carrying  on  Fire  Insurance  business? 


III. — Business  of  Company. 

8.  What  other  business,  if  any,  does  your  Company 

transact  in  conjunction  with  that  of  Fire  In- 
surance? 

9.  On  what  date  does  the  financial   year  of    your 

Company  close? 

10.  What  was  the  date,   rate,   and  amount  of  the 

dividend  last  declared  by  your  Company? 
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IV. — Insurances  in  Force. 

[.  \a)  What  was  the  aggregate  amount  ol'  fire 
insurances  on  Commonwealth  property  on 
your  books  at  the  close  of  your  latest  financial 
year,  including  amounts  re-insured  with  your 
Company,  but  excluding  amounts  re-insured 
by  your  Company  ? 
{/))  What  ratio  does  this  aggregate  amount  bear  to 
the  total  fire  ioEurance  business  of  your  Com- 
pany ? 

:.  Give  similar  particulars  for  each  of  the  States 
of  the  Commonwealth  in  which  fire  insurance 
business  is  carried  on  by  your  Company — 

New  South  Wales, 
Victoria, 
Queensland, 
South  Australia, 
Vv'estern  Australia, 
Tasmania.* 


V. AS.SETS. 

13.  What  was  the  total  value  of  the  assets  of  your 

Company  in  the  Coiimicnwealth  at  the  date 
of  your  latest  balance-sheet? 

14.  On   what  general   principles   are   Ihc   assets   of 

your  Company  valued  ? 

15.  By  v.hom  is  such  valuation  carried  out? 

16.  At  what  average  rate  of  interest  were  the  funds 

of   your   Company   invested    at   the    date   of 
vour  latest  balance-sheet? 


VI. — Reserve  Funds. 

17.  In  preparing  its  balance-sheet,    what  provision 

is    made    by  your    Company  for    unexpired 
risks  ? 

18.  in  your  opinion  should  there  be  any  minimum 

ratio  of  reserve  fund  to  total  amount  at  risk  ? 


J5  Would  it,  in  your  opinion,  be  practicable  to 
tabulate  the  combined  experience  of  fire  in- 
surance companies  in  a  manner  similar  to 
that  in  which  the  experience  of  life  assur- 
ance companies  is  tabulated? 

;6.  Would  it  be  possible  to  classify  the  data  ac- 
cording to — 

(i.)  Locality  ;  and 
(ii.)  Nature  of  risk, 
so  as  to  furnish  a  reliable  basis  for  the  com- 
putation of  standard  rate-s  of  premium? 
j;.   If  vou  consider  such  a   tabulation  practicable, 
what  steps  would  vou  suggest  for  effecting 
it? 


IX. — Claims. 

28.  What  was  tiie  total  amount  paid  in  fire  insur- 
ance claims  by  your  Company  in  the  Com- 
monwealth daring  its  latest  financial  year? 


X .  — Reinstatement  . 

:y  Is  the  right  to  reinstate  made  a  condition  in 
the  policies  issued  by  your  Company? 

50  If  :.o,  in  what  proportion  of  cases  approxi- 
mately is  the  right  exercised? 


XI. — Re-insurance. 

31.  (a)  Does  your  Company  re-insure  its  risks? 
{b)  If  so,  to  what  extent? 

32.  What  is   the  maximum  amount  of   risk   which 

your  Company  will  carry  alone  on  a  single 
property  ? 

33.  la  your  Company  what  general   principles  are 

followed  in  the  selection  of  Companies  with 
which   re-insurance  is  effected  ? 


VII. — Income. 

19.  What  was  the  total  Commonwealth  income  of 
your  Company  for  its  latest  financial  year 
from — 

(i.)  Fire  Insurance  Premiums,  j£ 
(ii.)  Other  Premiums,  ;£ 
(iii.)  Interest,  Dividends  and  Rents,  j£ 
(iv.)  Other  Sources  £  ? 


VIII. — Premiums. 

20.  Are  the  premium  rates  of  your  Company  at  pre- 

sent payable  in  the  Commonwealth  fixed  by 
open  competition  or  are  they  determined  by 
a  Tariff  association  or  by  some  other  arrange- 
ment ? 

21.  What  is  the  minimum  rate  of  premium  in  each 

class  of  risk  chargeable  by  your  Company  at 
the  present  time  in  the  Commonwealth  in  re- 
spect of — 

(i.)  Urban  properties; 

(ii.)  Rural  properties? 

22.  What  rate  or  rates  of  commission  are  allowed 

bv  your  Company  in  respect  of  fire  insurance 
premiums  collected  ? 

23.  What  period  of  grace  is  allowed  by  your  Com- 

pany for  the  payment  of  renewal  premiums? 

24.  What  is  the  practice  of  your  Company  with  re- 

ference to  the  right  of  renewal? 


XII. — Payment  of  Sum  Insured. 

34  What  is  your  opinion  concerning  the  proposal 
to  make  the  actual  amount  insured  by  a  fire 
policy  payable  in  every  case  of  total  loss  ? 

35.  If  a  Company  requires  proof  of  amount  of  loss 
sustained,  can  it  equitably  retain  premiums 
paid  in  excess  of  the  risk  incurred? 

3G.  Do  you  consider  that  such  excess  should  be  re- 
turned ? 

37  Does  your  Company  ever  issue  "valued"  poli- 
cies? 

38.  Do  you  know  whether  the  principle  of 
"  valued  "  policies  has  ever  been  extensively 
applied  in  Australia? 

31;.   (a)  Has  your  Company  had  any  experience  of 
"  valued  "  policies  in  any  other  part  of  the 
world  ? 
(b)  If  so,  give  particulars. 

40.   (a)  Do  you  consider  the  principle  of  "  valued  " 
policies  a  satisfactory  one  to  apply  to  fire  in- 
surance business  ? 
(b)  Give  reasons  for  your  opinion. 


XIII.   -Extent  of  Insurance. 
41.   (a)  Do  you  consider  it  desirable  that  a  property 
should  be  insured  to  its  full  value  or  other- 
wise ? 
[b)  Give  reasons  for  yeur  opinion. 
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XIV. — Average  Clause. 
42.  Are  the  policies  issued  by  your  Company — 

(i.)  Specific  policies  insuring  a  specific  sum 
irrespective  of  the  total  value  of  tlie 
property;  or 

(ii.)  Policies  containing  an  average  clause 
under  which  the  amount  payable  in 
the  case  of  loss  depends  upon  the 
ratio  of  the  sum  insured  to  the  total 
value  of  the  property? 


XV. — ^Partial  Loss. 


43.  Is  there  usually  any  serious  practical  difficulty 

in   arriving   at   a   settlement   in   the  case  of 
partial  loss  by  fire? 

44.  What  is  the  method  employed  by  your  Com- 

pany in  such  cases? 


XVI. — Proof  of  Loss. 

45.  Within  what  period  after  the  occurrence  of  a 

fire  must  proof  of  loss  he  furnished  to  your 
Company  ? 

46.  Does  this  period  vary  in  different  countries  in 

which  your  Company  transacts  fire  insurance 
business  ? 

47.  What  do  you  consider  is  a  reasonable  time  to 

allow  between  the  occurrence  of  a  fire  and 
the  date  on  which  proof  of  loss  is  furnished  ? 

48.  Is  it  the  practice  of  your  Company  to  require 

the  production  of  the  books  immediately  on 
the  occurrence  of  a  fire? 

49.  Would  it  be    possible    for    such    a    demand    to 

seriously  retard  the  insured  in  preparing  his 
statement  of  claim? 

50.  Has  it,  in  the  case  of  your  Company,  ever  so 

retarded    the    preparation    of    statement    of 
claim  ? 

51.  Are  there  any  provisions  in  the  Act,   Charter, 

or  Articles  of  Association  of  your  Company 
relating  to  this  matter? 


XVII. — Period  Elapsing  before  Settlement. 

52.  What  is,  approximately,  the  average  period  at 

present  elapsing  in  your  Company  between 
the  date  of  a  fire  and  that  on  v.hich  a  settle- 
ment is  effected? 

53.  What  were  the  maximum  and  minimum  periods 

so  elapsing  in  the  Commonwealth  in  the 
latest  financial  year  of  your  Company? 

54.  Has   your   Company  ever   declined  to   effect   a 

settlement  on  the  grounds  of — 

(a)  Fraud; 

(b)  Misrepresentation ; 

(c)  Breach  of  contract. 

55.  What  was  the  total  amount  (if  any)  and  the 

number  of  claims,  so  declined  in  the  Com- 
monwealth by  your  Company  during  its  latest 
financial  vear? 


XVII I . — Arbitration. 

56.  What,   in  your  Company,   is    the    approximate 

proportion    of    claims    referred    to    Arbitra- 
tion? 

57.  What  is  the  usual  procedure  in  connection  with 

such  reference? 


XIX.    -Classification  of  Risks. 

58.  Is  there  any  simple  classification  of   fire  risks 

undertaken  by  your  Company  ? 

59.  If  so,  please  specify? 


XX. — Losses  Covered  by  Fire  Poucies. 

60.  (a)  Are    losses  by  lightning  or  explosion  regarded 

by  your  Company  as  being  covered  by  a  fire 
policy  ? 
(b)  If  so,   is  such  fact  explicitly  mentioned  in 
your  contracts? 

61.  Is  damage  by  water  used  for  fire  extinguishing 

purposes  considered  by  your  Company  as 
part  of  the  risk  covered  by  a  fire  insurance 
policy  ? 

62.  Is  damage  by  smoke  or  heat  (other  than  actual 

fire)  considered  by  your  Company  as  being 
covered  by  a  fire  insurance  policy  ? 
6;^.  Is  damage  resulting  from  spontaneous  combus- 
tion (e.g.,  in  the  case  of  a  hay  stack,  etc.) 
considered  by  your  Company  as  being 
covered  by  a  fire  insurance  policy  ? 

64.  Does   your    Company  give,   in    its    policies,   a 

general  cover  over  buildings  and  contents,  or 
does  it  require  a  specific  statement  of  risk 
incurred  in  respect  of  detailed  items? 

65.  What  is  the  practice  of  your  Company  in  re- 

gard to  floating  insurances  on  goods  trans- 
ferred from  place  to  place? 


XXI. — Variations  in  Property  Insured. 

66.  What  are  the  provisions  of  your  Company  with 

reference  to  notification  by  a  policy-holder 
of  any  alteration  in  the  insured  property  or 
in  any  property  adjoining  it? 

67.  Does  failure  to  notify  invalidate  the  policy? 


XXII. — Period  Covered. 

68.  What   is   the   usual   period   for   which   fire  in- 

surance  contracts   are   entered   into   by   your 
Company  ? 

69.  Does  the  period  vary  in  different  countries  in 

which  your  Company  transacts  business? 


XXIII. — ^Assignment  of  Policies. 
70.  What  provisions   are  made  by  your   Company 

for  the  assignment  of  fire  insurance  policies  ? 
7r.   In  the  event  of  a  fire  occurring  in  a  property 

subsequently  to  the  date  of  its  sale,   would 

a   claim    made   on   the    vendor's    unexpired 

policy  be  admitted  by  your  Company  ? 
72.   Are  there  any  circumstances  under  which  your 

Company    would    decline  to    admit    such    a 

claim  ? 


XXIV. — Government  Supervision. 

73.  (a)  Do   you  consider  that,    in  the  interests   of 

the  public,  fire  insurance  business  should  be 
subject  to  Government  supervision? 
(b)  What    objections,    if    any,    exist    from    the 
stand-point  of  your  Company  to  Government 
supervision  ? 

74.  What  do  you  consider  should  be  the  nature  of 

the  supervision  (if  any)  exercised  by  the  Go- 
vernment ? 
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75-  Do  you  consider  that,  if  exercised,  sucli  super- 
vision should  be  by  the  Commonwealth  or 
by  the  State  Government? 

76.  Would  it,  in  your  opinion,   be  desirable  to  re- 

quire the  publication  of  details  of  business  of 
Fire  Insurance  Companies  on  similar  lines  to 
the  details  required  from  Life  Insurance 
Companies  ? 

77.  What  objections,  if  any,  could  be  urged  against 

such  publication? 

78.  At  what  intervals,   if   at  all,   do  you  consider 

such  details  should  be  published? 


XXV. — Deposits  with  Government. 

79.  What  is  your  opinion  as  to  the  desirability  of 

requiring  a  Company  to  lodge  a  deposit  with 
the  Government  prior  to  commencing  Fire 
Insurance  business  in  the  Commonwealth? 

80.  In  your   opinion,  should    such    deposit    remain 

with  tlie  Government  so  long  as  Fire  In- 
surance business  is  transacted  by  the  Com- 
pany in  the  Commonwealth? 

81.  Do  you  consider  that  a  deposit  should  be  re- 

quired from  all  existing  Companies  as  well 
as  from  those  commencing  business? 

82.  Do  you  consider  that  such  deposit  should  bear  a 

definite  ratio  to  the  amount  of  risk  carried 
by  the  Company  in  the  Commonwealth? 

83.  Do  you  consider  that  Companies  having  their 

head  offices  in  Australia  should  receive  pre- 
ferential treatment  as  regards  deposits  or 
other  matters? 

84.  Has   your   Company,   in  any   of   the   States  of 

the  Commonwealth,  been  required  to  make  n 
deposit  with  the  State  Treasurer? 

85.  If  so,  give  particulars  as  to  States  and  amounts 


XXVII. — Fire  Prevention. 

8/.  Should  there,  in  your  opinion,  be  compulsory 
contribution  by  Fire  Insurance  Companies 
towards  the  maintenance  of  fire  brigades? 

88.  In   what  proportions  do  you  consider  that  the 

cost  of  such  brigades  snould  be  borne  by — 

(i.)  The  State, 
(ii.)  The  Municipalities, 
(iii.)  The  Fire  Insurance  Companies? 

89.  Under  what  system  of  fire  brigades'  organiza- 

tion do  you  consider  that  the  best  results  are 
obtainable  ? 

90.  What  effect,  if  any,  on  the  rate  of  premium  has 

been  produced  by  the  extended  use  of  sprink- 
lers or  other  appliances  for  fire  prevention 
in  the  erection  of  new  buildings  ? 

91.  Has  the  rate  of  premium  been  reduced  in  con- 

sequence of  the  use  of  fireproof  materials  in 
the  erection  of  buildings  ? 


XXVIII. — Fire  Inquests. 
92.   What  is  your  opinion  concerning  the  necessity 
for  exhaustive  inquests  in  the  case  of  fires? 


XXIX. — Incendiarism. 

93.  Does  the  experience  of  your  Company  furnish 
evidence  or  indications  of  wilful  destruction 
by  fire  for  purposes  of  gain? 

g.\.  Are  such  cases  relatively  numerous  in  the  Com- 
monwealth ? 

95  How  does  the  ratio  of  such  cases  to  total  fires 
vary  in  the  different  countries  in  which  your 
Company  transacts  business? 


XXVI. — State  and  Municipal  Insthjance. 
86.  Would  it,  in  your  opinion,  be — 
(i.)  practicable;  or 
(ii.)  desirable, 
for  fire  insurance  business  to  be  undertaken 
by- 

(a)  The  Commonwealth  Government; 

(b)  A  State  Government;  or 

(c)  Municipal  authorities? 


.  XXX. — Proposals,   Policies,  etc. 

96.  Please  submit  copies  of  policies,  proposals,  and 

all  other  forms  or  documents  which  either 
expressly  or  by  implication,  are  made  part  of 
the  fire  insurance  contracts  of  your  Company. 

97.  Indicate  what  conditions  specified  in  such  forms 

or  documents  are  considered  by  your  Com- 
pany to  be  non-essential. 


/ 
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APPENDIX  B. 


REPLIES  TO  QUESTIOiVS  SUBMITTED  TO    OFFICERS  OF  THE  FIRE  INSUHANCE 

COMPANIES. 


{Beplies  to  Quegtions  11,  1:?,  19,  and  28   have  been  treated  by  the    Commisnioi  as  lonjideiitial  and  are 

not  published  herein). 


Section  I. — Company  Represented. 
Question  i. 
What  is  the  name  of  the  Company  which  you  repre- 
sent? 

Replies. 

1.  Aachen  and  Munich  Fire  Insurance  Company. 

2.  Alliance  Assurance  Company  Limited,  Victoria. 
Alliance    Assurance     Company   Limited,     New 

South  Wales  and  Queensland. 

Atlas  Assurance  Company  Limited,  with 
which  is  incorporated  the  Manchester  Assur- 
ance Company. 

The  Australian  Alliance  Assurance  Company. 

Australian  Mutual  Fire  Insurance  Society  Lim- 
ited. 

Batavia  Sea  and  Fire  Insurance  Company. 

Caledonian  Insurance  Company. 

The  Central  Insurance  Company  Limited. 

City  Mutual  Fire  Insurance  Company  Limited. 

The  Colonial  Mutual  Fire  Insurance  Company 
Limited. 

Commercial  Union  Assurance  Company  Limited. 

The  Commonwealth  Insurance  Company  Lim- 
ited. 

The  Derwent  and  Tamar  Assurance  Company 
Limited. 

General    Accident    Fire    and    Life    Assurance 
Corporation  Limited. 
i6.  Guardian  Assurance  Company  Limited. 

17.  Law  Union  and  Crown  Insurance  Company. 

18.  The  Liverpool  and  London  and  Globe  Insur- 

ance Company. 

19.  London  and  Lancashire   Fire  Insurance  Com- 

pany. 

20.  Mercantile  Mutual  Insurance  Company  Limited. 

21.  The  Mutual  Fire  Insurance  Company  of  Tas- 

mania Limited. 

22.  The    National    Insurance    Company    of    New 

Zealand  Limited. 

New  Zealand  Insurance  Company  Limited. 

North  British  and  Mercantile  Insurance  Com- 
pany. 

25.  Northern  Assurance  Company  Limited. 

26.  Norwich  Union  Fire  Insurance  Society. 

27.  The  Ocean  Accident  and  Guarantee  Corpora- 

tion Limited. 

28.  The  Palatine  Insurance  Company  Limited. 

29.  Patriotic  Assurance  Company,  now  united  with 

the  Sun  Fire  Office  (a.d.  17 10). 

30.  Phoenix  Assurance  Company  Limited. 

31.  Queensland  Insurance  Company  Limited. 

32.  Royal  Insurance  Company  Limited. 

33.  Samarang  Sea  and  Fire  Insurance  Company. 

34.  The  Scottish    Union  and    National    Insurance 

Company. 

35.  The  South  British  Insurance  Company  Limited. 
$6.   Standard  Fire  and  Marine  Insurance  Company 

of  New  Zealand  Limited. 
37.  The  State  Fire  Insurance  Company  Limited. 


38.  Sun  Insurance  Office. 

39.  Union  Assurance  Society  Limited. 

40.  The  United  Insurance  Company  Limited. 

41.  The  Victoria  Insurance  Company  Limited. 

42.  Victoria  General  Insurance  and  Guarantee  Com- 

pany Limited. 

43.  Yorkshire  Insurance  Company  Limited. 


3- 


/• 
8. 

9- 
10. 
II. 

12. 
^3- 

14- 

15- 


23- 
24. 


Section  II. 


"Constitution  and  Location  of 
Company. 


On 


I. 

2. 
3- 
4- 

5- 
6. 

7- 
8. 

9- 

10. 
1 1. 

12. 

'3- 
M- 

15- 
16. 

i7- 
18. 
19. 

20. 
21, 
22. 


-'3- 

24. 

25' 

26. 


29. 
30- 
31- 
32- 
33- 

3  T- 

35' 
36. 


Question  2. 

what  date  was  your  Company  founded? 

Replies. 

In  the  vear  1825. 

1824. 

1824. 

1808. 

ist  October,  1862. 

24th  January,  1872. 

1843- 

Founded  1805. 

In  1899,  and  re-constituted  1007. 

8th  October,  1877. 

4th  July,  1878. 

1861. 

30th  day  of  April,  1903. 

October,  1838. 

1885. 

17th  December,  1821. 

In  the  year  1825. 

1836. 

1862. 

10th  January,  1878. 

2ist  October,  1873. 

ist  October,  1908.  A  transfer  of  the  National 
Fire  and  Marine  Insurance  Company  of  New 
Zealand,  founded  ist  October,  1873. 

1859. 

In  1809. 

2nd  June,  1836. 

February,  1797. 

13th  December,  1871. 

22nd  August,  1900. 

1824. 

1782. 

20th  November,  1886. 

1845- 

1866. 

Established  1824. 

September,  1872.  but  re-organized  in  March, 
1908. 

The  Company  was  registered  as  the  Standard 
Fire  and  Marine  Insurance  Company  of  New- 
Zealand,  on  23rd  January,  1874,  and  re- 
registered as  the  Standard  Fire  and  Marine 
Insurance  Company  of  New  Zealand 
Limited,   nth  February,  1908. 


i» 


37.  Incorporated  loth  April,  1891. 

38.  1710. 

39.  30th  July,  1907. 

40.  ist  September,  1862. 

41.  Originally  in  1849,  re-formed  1879,  and  again 

in  1898. 

42.  i8th  June,  1889. 

43.  1824. 

Question  3. 
Where    is    the    Head    Office    of    your    Company 
situated  ? 

Replies. 

I.  Aix  la  Chapelle,  Germany. 

a.  London. 

3.  Bartholomew-lane,  London. 

4.  London. 

5.  Melbourne. 

6.  Corner  Pitt  and  King  streets,  Sydney. 

7.  Batavia,  Java. 

8.  Edinburgh,  Scotland. 

9.  No.  I  Cornhill,  London,  E.G. 

10.  No.  95  Pitt-street,  Sydney. 

11.  60  Market-street,  Melbourne. 

12.  London. 

13.  No.   56  Queen-street,   Melbourne. 

14.  Hobart,  Tasmania. 

15.  Perth,  Scotland. 

16.  II  Lombard-street,  London. 

17.  126  Chancery-lane,  London. 

18.  Liverpool,  England. 

19.  Liverpool,  England. 

20.  120  Pitt-street,  Sydney. 

21.  Launceston,  Tasmania. 

22.  Dunedin,  New  Zealand. 

23.  Auckland,  New  Zealand. 

24.  London. 

25.  London  and  Aberdeen. 

26.  Surrey-street,  Norwich. 

27.  36  to  44  Moorgate-street,  London,  E.C. 

28.  London  (24-6  Cornhill). 

29.  63  Threadneedle-street,  London. 

30.  London. 

31.  Corner  of   Pitt  and   Bridge-streets,    Sydney. 

32.  Liverpool,  England. 

33.  Samarang,  Java. 

34.  Edinburgh,  Scotland. 

35.  Auckland,  New  Zealand. 

36.  Dunedin,  New  Zealand. 

37.  Dale-street,  Liverpool,  England. 

38.  London. 

39.  London. 

40.  Sydney,  New  South  Wales. 

41.  53  Market-street,  Melbourne. 

42.  53  Market-street,  Melbourne. 

43.  London. 


Question  4. 

In  what  countries  is  Fire  Insurance  business  carried 
on  by  your  Company? 

Re-plies. 

1.  Germany  and  generally  all  parts  of  the  world. 

2.  Practically  all  over  the  world. 

3.  Nearly  all  over  the  world. 

4.  Practically  every  civilized  part  of    the  world. 

For  more  precise  information  we  should  have 
to  apply  to  our  Head  Office. 

5.  The   Australian    Commonwealth    (except    Tas- 

mania) and  New  Zealand. 

6.  New  South  Wales  only. 

7.  Unable  to  say,  but  if  desired  this  information 

could    be    acquired    from    Head    Office     at 
Batavia. 
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31- 

32. 
33- 

34- 
35- 

36. 
37- 

38. 
39- 

40. 

41. 
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43- 


I  have  not  the  information. 

Not  known  to  me. 

Australian  States  of  New  South  Wales,  Vic- 
toria, South  Australia,  and  West  Australia. 

Australia. 

All  British  possessions,  America,  Germany,  and 
Japan. 

Australia  only. 

New  South  Wales  and  Victoria. 

As  far  as  I  am  aware — United  Kingdom, 
Belgium,  Holland,  Egypt,  India,  Canada, 
Spain,  Australasia,  and  Fiji. 

Practically  all  over  the  world,  with  tlie  excep- 
tion of  the  United  States  of  America. 

We  believe  their  operations  to  be  world  wide, 
but  have  no  list  of  the  various  branches  and 
agencies. 

Throughout  the  world. 

The  operations  of  this  company  are  world  wide. 

New  South  Wales  and  Victoria. 

State  of  Tasmania  only. 

New  Zealand,  Australia,  and  Tasmania. 

In  New  Zealand,  Commonwealth  of  Australia, 
India,  China,  Japan,  Pacific  coast  of 
United  States,  South  Africa,  Argentine  Re- 
public, Fiji. 

The  company  conducts  a  world-wide  business, 
but  I  am  not  able  to  enumerate  the  coun- 
tries which  it  includes  or  excludes. 

In  all. 

I  cannot  definitely  state,  but  the  balance-sheet 
discloses  a  few  of  the  principal  colonial  and 
foreign  branches,  and  it  womld  appear  as 
if  the  society's  operations  are  world  wide. 

United  Kingdom,  Australia,  New  Zealand, 
and  possibly  elsewhere. 

England,  America,  Australia,  and  most  Bri- 
tish Possessions. 

Cannot  say  outside  United  Kingdom  and  Aus- 
tralasia. 

Throughout  the  world. 

Commonwealth,  New  Zealand,  Fiji,  and  the 
Pacific  and  South  Sea  Islands. 

Practically  all  over  the  world. 

Batavia,  China,  India,  Queensland,  Manila, 
and  other  Eastern  ports. 

I  have  not  the  information. 

New  Zealand,  Australia,  Fiji,  India,  China, 
Japan,  and  the  East  generally,  Egypt,  South 
Africa,  and  the  United  Kingdom. 

Australia  and  New  Zealand. 

United  Kingdom,  United  States  of  America, 
and  Australia. 

All  over  the  world. 

Cannot  give  a  list,  but  in  nearly  every  country. 

Commonwealth  of  Australia  and  Dominion  of 
New  Zealand. 

Commonwealth  and  New  Zealand. 

The  Commonwealth  of  Australia. 

Cannot  say. 


Question  5. 
Under   what  Act  or   Charter   does   your   Company 
carry   on   business    in   the   Commonwealth? 
(Supply  copy.) 

Replies. 

1.  Charter  granted  from  the  Emperor  of  Germany 

in  1825,  and  subject  to  various  local  Acts  in 
countries  where  the  Company  dofes  business; 
we  have  no  copy. 

2.  Companies  Act,  Victoria. 

5.  The  Alliance  Assurance  Compan/s  Act  1886. 
(Copy  enclosed.)  (New  South  Wales.)  The 
Companies  Amendment  Act,  No.  22  of  1906. 
Cannot  say  for  other  States.j 
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Constituted  by  deed  of  settlement  dated  ist  Sep- 
tember, i8o8. 
Copy  ot  the  Company's  Deed  of  Settlement  and 
Copy  of  Act  No.  305  of  the  Parliament  of 
Victoria  herewith. 
Formerly  under  deed  of  settlement,  now  under 

the  Companies  Act  1899. 
No.  5  Government  license. 

Act  90  Victoriae  Cap.  XLV.,  i8th  June,  1846 
(43  and  44  Victoriae),  Ch.  LXVIII.,  19th 
July,  1880.  (55  Victoriae),  Ch.  VII.,  20th 
May,  1892. 
Licensed  and  registered  in  the  various  States 
under  their  respective  Companies  Acts. 

The  Companies  Act,  37  Victoriae,  No.  19.  The 
Companies  Act  1899.  The  Companies 
{Amendment)  Act  1906,  New  South  Wales. 

Companies  Statute  1864. 

Under  the  various  Companies  Acts  in  the  Com- 

,    monwealth. 

Companies  Act  1890,  54  Victoriae,  No.   1074. 

Companies  Act  1869-1895. 

No.  5  Government  license. 

I'he  Company  was  constituted  by  deed  of 
settlement,  dated  17th  December,  1821,  but 
is  now  incorporated  under  tiie  English  Com- 
panies Acts  1862  to  1890.  There  are  the 
toiiowing  Acts  of  the  imperial  Parliament — 
(i)  Guardian  Assurance  Companies  Act  1850 
(13  and  14  Vic.  Cap.  XXV.);  (2)  Guardian 
Assurance  Company's  Act  1866  (29  and  30 
Vic.  Cap.  CCXXV.);  and  (3)  Guardian  As- 
surance Company's  Act  1893.  With  the  ex- 
ception of  sections  17,  18,  19,  25,  26,  27, 
28,  29,  and  30  of  the  Act  of  1850;  and  sec- 
tions 14  and  16  of  the  Act  of  1866,  the 
Acts  of  1850  and  1866,  have  been  repealed 
by  the  Act  of  1893.  A  copy  of  the  Act  of 
1893  is  supplied  herewith. 
,  We  do  not  know  of  any  special  Act.  Copy  of 
the  Company's  memorandum  and  articles  of 
association  is  sent  herewith. 
.  Act  of  Parliament,  England,  4  Edward  VII., 
Cap.  XXXIV.,  24th  June,  1904.  Copy  of 
memorandum  and  articles  of  association,  and 
Acts  of  Parliament  herewith. 
.  This  Company  has  no  special  Australian  Act  or 
charter,  but  is  carrying  on  business  in  con- 
formity with  the  various  Acts  of  several 
States  of  the  Commonwealth. 
.  Companies  Act. 
.  The  Companies  Act  1869. 
.  Registered  according  to  law  in  several  States, 
cannot  specify  Act  or  charter. 

Under  the  Companies  Acts  of  New  Zealand,  of 
which,  no  doubt,  you  have  copies  available. 

We  are  licensed  or  registered,  as  required  by 
the  various  Companies  (and  other)  Acts,  in 
all  the  States  of  the  Commonwealth,  except 
Tasmania. 

25.  Act  of  British  Parliament,   1908.     Spare  copy 

not  available  here  meantime. 

26.  By  British  Act  of   Parliament  known  as  The 

Norwich  Union  Fire  Insurance  Society's  Act 
of  Parliament  1879,  as  per  copy  herewith. 

27.  Certified  copy  articles  of  association  sent  here- 

with. 

28.  Various  Companies  Acts  in  the  Commonwealth. 

29.  Will  have  to  refer  to  London  for  copy. 

30.  Copy  enclosed. 

31.  The  New  South  Wales  Companies  Act  1899  and 

1900. 
S^.  Copy  herewith. 
33.  Do  not  know ;  foreign  company. 
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Acts  of  Parliament  dated  1878,  1886,  1892, 
and  1906.  (Copies  lodged  with  Commission 
of  Titles.  If  you  want  extra  copies  they 
must  be  procured.) 

The  Companies  Act  of  1903,  New  Zealand. 

In  New  Zealand. — Under  and  in  pursuance  of 
The  Joint  Stock  Companies  Act  i860,  and 
The  Joint  Stock  Companies  Amendment  Act 
1862.  In  Australia. — -Registered  according 
to  law  in  the  several  States. 

See  reply  to  No.  2,  but  the  Company  is  regis- 
tered under  the  New  South  Wales  Companies 
Act  No.  22  of  1906,  and  the  Companies 
(Amendment)  Act,  New  South  Wales,  No.  9 
of  1907. 

Articles  of  association  are  lodged  with  the  re- 
gistrars in  the  various  States  of  Australia, 
and  I  have  not  got  a  copy  left.  I  can  get  a 
copy,  if  you  wish  it,  from  England. 

Originally  incorporated  by  Act  of  Parliament 
of  New  South  Wales,  as  an  unlimited  com- 
pany, afterwards,  when  changed  to  a  limited 
company,  registered  under  the  Companies 
Acts  of  New  South  Wales  1874  and  1888. 
Copy  of  articles  forwarded  herewith. 

Incorporated  under  the  Companies  Act  of  Vic- 
toria, and  registered  under  the  Companies 
Acts  of  various  States. 

The  Companies  Statute  1864,  27  Victoria,  No. 
190. 

Companies  Act  New  South  Wales,  No.  40, 
1899,  amendment,  1906. 


Question  6. 

What  is  the  capital  of  your  Company — 
(i.)  Nominal, 
(ii.)  Subscribed, 
(iii.)  Paid  up? 

Replies. 

("•)  i^45o.ooo- 
(iii.)  ^90,000. 

2-  (i-)  ^^5.450.000. 

(ii;)  £SAS°,°°°- 
(iii.)  ;£i,ooo,ooo. 

3-  (i-)  ;£5. 450.000. 

(i|:)  ^5.450,000. 

(iii.)  ^1,000,000. 

4  (i;)    ;£2, 200,000. 

(ii.)  _;^2, 200,000. 
(iii.)  ;^264,ooo. 

5  (i-)  ^250,000. 
(ii-)  ^250,000. 
(iii.)^i25,ooo. 

^-   (i-)  ;£ioo,ooo,      with 
;^i, 000,000. 

(ii-)  .£100,000. 

(iii-)  ;£75.ooo. 
7.  (i.)  Unlimited  Company. 

(ii.)  1,500,000  francs. 

(iii.)  1,350,000  francs. 
S-   (i-)  ^^537, 500. 

(ii-)  £S2>1,50°- 
(in.)  ;£io7,5oo. 
9-  (i-)  ;£ioo,ooo. 
(ii-)  ;£ioo,ooo. 
(iii.)  ;£ioo,ooo. 
i"^-  (i-)  ;£50o,ooo. 
(ii)  ;£30o,ooo 
(iii-)  i^37,Soo- 
II-  (i;)  ;£2 50,000. 
(ii;)  ;^ioo,000. 
(iii.)  ;£i 00,000, 


power     to     increase     to 
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12.      (i.)     ;^2, 950,000. 

(i")  ;iS295.ooo- 

10-  (i)  £5°>°°°- 
(ii-)  ^^24.705- 
(I"-)  ^£19.764- 

1 1-  (i-)  ;£ioo,ooo. 
(ii-)  ;£i 00,000. 
(iii-)  £5°>°°o- 

15-  (i-)  ;£i,ooo,ooo. 

(ii-)  :£'7oo>ooo. 

(iii.)  j^i74,997- 

16.  (i.)  Power  is  given  by  the  Act  of  1893  to  in- 
crease the  capital. 

(ii.)  _;£2, 000,000. 

(iii.)  ;^i,ooo,ooo. 

^7-    (i-)  ;£2,000,000. 

(ii-)  ;£i.SOO;00°- 

(iii-)  ^£90.000- 

i8-   (i-)  .£2,000,000  stock, 

(ii-)  £245,640  stock, 

(iii-)  £245.640  stock. 

19-  (i-)  £;3.ooo.ooo- 

(ii-)  ^£2,641,250. 

(iii.)  £^264, 125. 

20.  (i.)  £150,000,  with  power  to  increase. 
(ii.)  £150,000,  with  power  to  increase. 

(iii-)  ;£45.ooo- 
Uncalled  capital  in  reserve,  _£io5,ooo. 

21.  (i.)  j£i87,5oo. 
(ii.)  £187,500. 

(iii-)  ;£37>5oo. 

22.  (i.)  £2,000,000. 
(ii.)  £1,000,000. 

(iii.)  £100,000. 

23-  (i-)  £'i,50o>ooo. 
(ii-)  £i,5°°'°°°- 

(iii-)  .£300.000- 

24-  (i-)  £'3.000,000. 
(ii-)  ;£2, 750,000. 

(iii.)  £687,500. 

25-  (i-)  ;£3.ooo,ooo. 
(ii-)  ;£3.ooo,ooo. 

(iii-)  £300.000- 

26.    (i.)   ;£l,  100,000. 

(ii.)  £^1, 100,000. 

(iii.)  ,£132, 000.     Reserve  funds  and  reserve  on 
current  policies,  £923,119  6s.  iid. 
27.  (i.)  Authorized,  ;£i, 000,000. 
(ii.)  £;62i,54o. 
(iii.)  ^172,308. 
28.   (i.)  ;£ioo,ooo. 
(ii.)  ^100,000. 
(iii.)  £;ioo,ooo. 
29-   (i-)  £2,400,000. 
(ii.)  £2,400,000. 
(iii.)  £;i 20,000. 
30.   (i.)  ;£2, 760,230. 
(ii.)  Fully  subscribed, 
(iii-)  £340,310. 
(i)  £1500,000. 
(ii-)  ;£iSO,ooo. 
(iii-)  £^75.000. 
(i-)  ;£3.ooo,ooo. 
(ii.)  £^2,612,580. 
(iii.)  £;39i.887. 

(i.)    ;£2,000,000. 

(ii.)  Not  advised, 

(iii.)  £200,000. 

(i.)  £6.000,000. 

(ii.)  ^5,000,000. 

(iii-)  £^300,000. 

(i.)  £2,000,000. 

Cii  )  £1.000,000. 

'•'ii.)  £100,000. 

C2 
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-   (i-)  £r, 000, 000. 

(li-)  £75.000. 

(iii.)  15s.  per  share. 

37 

-   (i-)  £800,000. 

(ii-)  £'560,000. 

(iii-)  £70,000. 

38 

-   (i-)  ^£2,400,000. 

(ii-)  £2,400,000. 

(iii.)  £120,000. 

39' 

.  (i.)  Not  available. 

(ii-)  £^450,000. 

(iii-)  £45.000. 

40 

-   (i-)  £^500,000. 

(ii-)  £341,610. 

(iii-)  £85,402    los. 

41 

-   (i-)  ^500,000. 

(ii-)  £179,752. 

(iii-)  £^50.180   155.    4d. 

42 

-   (i-)  £1,000,000. 

(ii.)  ;£8o,ooo. 

(iii.)  £^20,000. 

43 

-  (i-)  ,£1,000,000. 

(ii-)  £^556,460. 

(iii-)  ^£55,646- 

34 
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Question  7. 
What  is  your  opinion  of  the  relative  merits  of — 
(i.)  Proprietary  Companies, 
(ii.)  Mutual  Societies, 
for  carrying  on  Fire  Insurance  business? 

Replies. 

I.  Proprietary  Companies  can  give  the  fullest 
security,  and  deal  with  all  clas.ses  of  busi- 
ness ;  we  believe  in  proprietary  companies. 
Mutual  companies  cannot  give  the  besr 
security  nor  manajjement  that  means  success. 
"2.  We  have  no  knowledge  of  any  purely 
"  Mutual  "  Fire  Office,  alttiough  some  com- 
panies use  the  word  "  Mutual "  in  their 
title. 

3.  Although  some  companies  in  the  States  use  the 

word  "  Mutual "  in  their  title,  I  am  not 
aware  of  any  purely  Mutual  Fire  Insurance 
Company. 

4.  Proprietary  Companies    offer    greater    security 

to  the  public,  for  the  reason  that  in  the  case 
of  Mutual  Societies  there  is  no  shareholders' 
capital  to  meet  losses. 
As  members  of  Mutual  Societies  partici- 
pate in  profits,  they  are  liable  for  losses, 
and  a  conflagration  might  throw  a  burden  of 
liability  on  a  section  of  the  public  unpre- 
pared to  meet  it. 
'  5.  1  have  no  experience  of  Mutual  Societies  for 
Fire   Insurance   business. 

6.  The  merits  of  an  Insurance  Company,  whether 

Proprietary  or  Mutual,  depend  mainly  on 
the  management.  All  things  being  equal,  I 
prefer  a  Proprietary  Company  sharing  its 
profits  with  the  policyholders. 

7.  I  prefer  the  proprietary  principle,   as  I  think 

it  best  serves  the  interests  of  all  concerned. 

8.  The   Proprietary   Company  has   the  advantage 

for  its  policyholders  that  a  loss  is  paid  to 
a  policyholder  without  that  person  having 
to  contribute  directly  to  his  own  loss. 

(P.S. — I  do  not  know  of  a  piirelv  Mutu'l 
Fire  Company  in  Australia,  there  are  many 
so  called.) 
Q.  I  do  not  know  of  the  existence  of  a  purely 
Mutual  Fire  Company;  therefore,  cannot 
form  any  comparison. 
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td.  The  business  can  only  Lie  carried  on  satisfac- 
torily, and  with  safety  to  the  insuring  public, 
by  properly-constituted  and  properly-managed 
Proprietary  Corripanies. 
Mutual  Companies  for  the  transaction  of  Fire 
business  are  unknown  in  these  States. 

11.  Equal  merits. 

12.  Cannot  offer  an  opinion;  have  had  no  experi- 

ence of  purely  mutual  societies. 

13.  Have  formed  no  opinion  on  the  matter. 

14.  I  have  none. 

15.  I   prefer  the  proprietary  principle,   as  I   think 

it  best  serves  the  interests  of  all  concerned. 

16.  I   have  not  had  sufficient  experience  to  enable 

me  to  form  an  opinion.  There  are  no  Mutual 
Companies  in  Australia.  So  far  as  I  know, 
there  are  now  none  in  the  United  Kingdom. 

17.  We  have  had  no  experience  of  Fire  Insurance 

by  a  Mutual  Society,  and  do  not  know  of  a 
purely  Mutual  Society  carrying  on  Fire  busi- 
ness in  Australia. 

18.  I   have   no   knowledge   or     any    but    so-called 

Mutual  Fire  Insurance  Companies,  which  are 
Proprietary  Companies,  but  my  opinion  is 
that  Fire  Insurance  is  .far  too  large  and 
hazardous  an  undertaking  to  be  entered  into 
without   substantial   capital   and   funds. 

19.  In  my  judgment,  Mutual  Companies  are  quite 

unsuited  for  carrying  on  operations  over  an 
extended  area,  or  in  areas  comprising  great 
insurable  values,  e.g.,  Flinders-lane.  This 
view  appears  to  be  confirmed  by  the  world- 
wide preference  for  Proprietary  Companies. 
The  so-called  "  Mutual  "  Companies  in  Aus- 
tralia are  Proprietary  Companies. 

20.  Purely  Mutual  Fire  Insurance  Companies  have 

not  been  a  success.  It  is  necessary  to  have 
a  considerable  amount  of  capital  to  carry  on 
Fire  Insurance.  A  Proprietary  Company 
dividing  profits  with  policyholders  commends 
itself  as  the  most  equitable  form  of  Fire 
Insurance. 

21.  Fire  Insurance  Companies  on  the  mutual  prin- 

ciples do  not  appear  to  be  able  to  carry 
out  their  intention  of  distributing  a  portion 
of  their  profits  to  their  clients  in  consequence 
of  Proprietary  Companies  lowering  their 
rates  or  i)remium  to  eciualize  any  such  re- 
turn. 

22.  Am  in  favour  of  Proprietary  Companies. 

r.   They  start  with  a  paid-up  capital. 

a.   With  reserve  liability. 

3.  Shareholders'  liability  compels  a  pro- 
per distribution  of  risk  and  building 
up  of  reserves,  which  accumulate  at 
compound  interest.  The  stability  of 
pruaently-managed  companies  has 
been  proved. 

23.  Naturally,  my  opinion  is  strongly  in  favour  of 

the  Proprietary  Companies. 

24.  I  am  not  prepared  to  offer  an  opinion  on  this 

subject.  I  have  no  knowledge  of  any  purely 
Mutual  Insurance  Companies  operating  in 
the  Commonwealth. 

25.  In  favour  of  Proprietary  Companies. 
Mutual  Companies  believed  to  be  non-existent 

in  the  Colony. 

26.  No    purely    Mutual    Fire    Insurance    Company 

transacts  liusiness  in  the  Commonwealth,  and 
it  is,  therefore,  hardly  possible  to  express  an 
opinion  on  its  relative  merits  as  compared 
with  a  Proprietary  Company. 
fj.  Even  with  adequate  Government  supervision 
and  solid  deposits  with  the  Federal  Oovern- 
ment,   there  is    still    a    great    objection    to 


Mutual  Fire  Insurance  Societies  from  the 
point  of  view  of  the  insuring  public,  viz., 
the  liability  of  the  policyholders  in  the  event 
of  the  funds  proving  inadequate  to  pay 
losses.  This  is  a  serious  matter  in  the  event 
of  bad  management  or  of  a  conflagration. 

28.  Not  in  a  position  to  offer  an  opinion. 

29.  I  believe  companies  with  large  capital  and  re- 

serves are  best  for  the  safety  ot  the  insured. 

30.  Cannot  say,  as  there  are  no  purely  Mutual  Fire 

.Societies  in  Australia — tney  are  all  pro- 
prietary. 

31.  1   am  very   strongly   in  favour  of   Proprietary 

Companies.  I'or  ttie  building  up  ur  busi- 
ness, proprietary  shareholders  must  be  very 
unseitisn  witn  regard  to  tne  payment  ot  large 
uividenUs,  in  oraer  to  build  up  a  reserve 
fund.  In  purely  Mutual  Companies,  the 
tendency  is  to  ignore  this  feature,  and  pay 
more  in  dividends  than  is  justitied.  At  the 
present  time,  there  are  no  Mutual  i  ire  Com- 
panies in  Australia,  except  in  name;  two 
companies  known  as  Mutual  Companies  are, 
in  lact,  proprietary,  in  my  opinion,  no 
'company  should  be  allowed  to  advertise  as  a 
Mutual  Company  which  is  not  so  in  fact. 

52.  There  is  110  such  thing  as  a  Mutual  Fire  Insur- 
ance Society  transacting  business  in  the  Com- 
monwealth. There  are  companies  that  have 
tuat  name,  but  they  are  all  Proprietary  Com- 
panies. Some,  but  not  all,  of  the  so-called 
■'  Mutual  '■'  Societies  make  it  a  practice  to 
return  a  proportion  of  their  profits  to  their 
insured,  but  an  equivalent  amount  is  given 
by  the  "  Proprietary  "  Companies  in  the 
shape  of  a  discount  off  the  premiums. 
In  Great  Britain,  there  were,  until  recently, 
two  Mutual  Insurance  Companies — one  of 
them,  the  "  Hand-in-hand,"  founded  in  the 
C:ity  of  Westminster,  started  in  the  year 
1696,  and  the  other,  the  "  Westminster,"  in 
the  year  1717  (when  the  "  Hand-in-hand  " 
removed  from  Westminster  into  the  City  of 
London),  at  which  time  insurance  was  not 
general,  and  very  great  restrictions  and  safe- 
guards were  imposed.  They  were  very 
limited  in  their  operations,  and  were,  at 
first,  particularly  confined  to  the  insurance 
of  buildings  in  Westminster. 
I  entered  the  service  of  the  last-named  com- 
pany over  50  years  ago,  and  they  were  then 
transacting  a  quiet  unpretentious  business, 
with  ample  funds  accumulated  out  of  past 
profits  j  but,  later  on,  they  extended  their 
operations,  probably  in  an  endeavour  to 
meet  modern  requirements,  but  presumably 
they  felt  that  they  were  handicapped  in  con- 
sequence of  their  limited  resources  for  doing 
a  large  general  business,  and  they  sold  out 
to  the  Alliance  Assurance  Company,  London. 
(The  "  Hand-in-Hand  "  also  sold  out  to  the 
"Commercial  Union.") 
The  "  Mutual  "  system  purely  must,  of  neces- 
sity, either  impose  upon  the  members  the 
obligation  of  contributing  to  the  losses  of 
the  other  members  if  the  funds  in  hand 
should  not  be  adequate  to  meet  liabilities, 
or  else  the  contract  must  be  one  not  to  pay 
the  loss,  but  such  proportion  of  the  loss  as 
the  funds  of  the  company  would  enable  them 
to  pay  j  and  in  modern  times  such  a  system 
could  certainly  not  enjoy  public  confidence 
for  general  insurance  business. 

33.  Not  sufficient  knowledge  to  enable  us  to  form 
an  opinion. 
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34.   The   Proprietary   Company  has   the  advantage 
for  its  policyholders  that  a  loss  is  paid  to 
a   policyholder    without   that   person   having 
to  contribute  directly  to  his  own  loss. 

(P.S. — I  do  not  know  of  a  purely  Mutual 
Fire  Company  in  Australia,  there  are  many 
so  called.) 

Mutual  concerns,  without  exception,  have  a 
very  small  capital.  Profits  are  divided  be- 
tween shareholders  and  contributors  of  busi- 
ness. There  is,  therefore,  no  substantial 
accumulation  of  reserve  funds.  The  con- 
trary is  the  case  with  Proprietary  Corn- 
Large  funds  are  essential  to  public 
This  is  a  striking  feature  of  Pro- 
Companies.  Hence,  in  any  in- 
surance business,  other  than  life,  I  believe 
Proprietary  Companies  to  he  safer  and  better 
in  the  public  interest  than  Mutual  concerns. 
^6.  Proprietary  or  Joint  Stock  Companies  who 
conduct  their  business  on  ordinary  commer- 
cial lines  stand  pre-eminent. 

Mutual  Associations  are  not  usually  successful, 
and  do  not  meet  the  varied  needs  of  the 
public. 

There  are  no  purely  Mutual  Fire  Companies 
in  Australia.  So-called  Mutual  Offices  do 
not  offer  any  special  advantages  to  the  in- 
sured, either  by  extra  security  or  by  lower 
cost  in  the  way  of  premiums.  Such  as  are 
doing  business  are  really  Proprietary  Com- 
panies. 

There  are  no  such  things  as  really  Mutual 
Companies  in  Australia,  so  I  have  not  had 
an  opportunity  of  comparing  the  two  clas-ses. 

All  Fire  Companies  doing  business  in  the 
States  are  Proprietary,  even  those  termed 
"Mutual." 

The   merits  _  appear    about   equal ;    one   society 
cannot   give    any    greater    advantage   to   the 
public  than  the  other. 
43.   Have  no  experience  of  Mutual  Societies,  there 
being  none  in  Australia  to  my  knowledge. 
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Section  III. — Business  of  Company. 

Question  8. 

What  other  business,  if  any,  does  vour  Company 
transact  in  conjunction  with  that  of  fire  in- 
surance ? 

Replies. 

I.  Fire,  only  as  far  as  we  know,  and  all  their 
funds  are  available  for  Fire  losses. 

3.  Marine,  Accident  in  the  Commonwealth.  Has 
also  some  Renewal  Life  business  ;  but  no  new 
Life  business  being  now  taken  in  the  Com- 
monwealth. 

3.  Marine,  Accident,  and  Burglary. 

Life,  Hail  Insurance,  and  Leasehold  Invest- 
ment and  Capital  Redemption  Policies  are 
issued  by  the  Company,  but  not  in  the  Com- 
monwealth. 

4.  Life,  fixed  term  (Leasehold),  Personal  Accident, 

and  Disease,  Emplovers'  Liability,  Burglary, 
PI.Tte  Glass,  and  Third  Party  or  Public 
Risk,    and  Guarantee. 

5.  Marine    Insurance,    Fidelity    Guarantee,    Acci- 

dent,  Life. 

6.  In    June.    TQoS,   the  necessary  sanction  of  the 

Shareholders  was  obtained  giving  the  Societv 
power  to  transact  insurance  business  in  all 
its  branches,  except  ordinary  life  insurance, 
but  un  to  the  present  advantage  has  not  been 
taken  of  it. 

7.  In  Australia — Marine. 


Life    Annuities,    Leasehold    Redemption,    Em- 
ployers' Liability,  and  Burglary. 
9.   No  otiicr,  in  the  Commonwealth. 
10.   Personal  Accident,  Personal  Accident  and  Sick- 
ness,   Employers'    Liability   and   Workmen's 
Compens.ation,  Public  Risk,  Burglary,  Plate 
Glass,  and  Fidelity  Guarantee. 
1 1    The  Company  transacts — 

Marine,  Fidelity  Guarantee,  Burglary,  Acci- 
dent, Employers'  Liability,  and  Plate  Glass 
Insurances. 

12.  Accident  and  Marine. 

13.  Marine  Insurance  only. 

14.  Marine. 

15.  In  the  United  Kingdom,  Fire,  Life,  Accident, 
Burglary,   Guarantee. 

16.  None  in  Australia. 

17.  Life  and  Accident — but  at  this  agency  we  trans- 
act Fire  Insurance  only. 

18.  Life,   Accident,    Fidelity  Guarantee. 

19.  Accident,  Guarantee,  Burglary,  Plate  Glass, 
Marine. 

20.  Accident  and  Plate  Glass  Insurance. 

21.  No  other'. 

22.  Accident  and  Marine. 

23.  Marine  and   Accident. 

24.  None — that  is,  none  in  the  Commonwealth,  but 
in  the  United  Kingdom  we  transact  a  large 
Life  and  annuity  business,  and  a  small 
Burglary  and  Accident  Business. 

25.  Fire  business  in  the  Commonwealth,  combined 
with  Life  business  in  the  States  of  Victoria 
and  New  South  Wales  alone. 

The  latter  business  is  intermittent  in  character, 
and  of  an  extremely  limited  nature. 

26.  Fire  Insurance  business  only. 

27.  Accident  Insurance. 

28.  Fire  Insurance  only. 

29.  Fire  only  in  Australasia. 

30.  Life  and  Accident  in  England.  Proposing  to 
start  Accident  in  the  Commonwealth  shortly. 

31.  Marine,  Accident,  Employers'  Liability,  Public 

Risk,  Fidelity  Guarantee,  Burglary,  and 
Plate  Glass. 

32.  Life,   Accident,   Fidelity  Guarantee,    Burglary, 
»  Plate  Glass. 

5;^.   Marine. 

34.  Life     Annuties   and    Pensions,    Personal   Acci- 

dent and  Illnesses,  Burglary  and  Theft, 
Workmen's  Compensation,  Third  Party, 
Transit,  Fidelity,  Property  Owners'  Capital 
Redemption. 

35.  Marine,   Accident  and  Guarantee  of  every  de- 

scription— excepting  Life. 

36.  Fire,   Marine,   Guarantee,   and  Accident  Insur- 

ance business  in  all  branches. 

37.  The  Company  transacts  the  following  insurance 

business  : — Fire,  Burglary,  Personal  Acci- 
dent, Personal  Accidents  and  Specified 
Diseases,  Personal  Accidents  and  all  Sick- 
ne.ss.  Cycle,  Employers'  Liability,  Plate 
Glass,  Fidelity  Guarantee,  Public  Liabilitv, 
Property  Owners'  Liability,  Drivers'  Acci- 
dents, Coupon,  Loss  of  Profits  (Fire  busi- 
ness, only  in  New  South  Wales). 

38.  Fire  Insurance  only  in  this  State  (N.S.W.). 

39.  Accident  in  all  its  branches. 

40.  Marine  Insurance  ;  but  the  Company  has  power 

to  do  otherclasses  of  business  except  ordinary 
Life  Insurance. 

41.  Marine,  Accident,  Indemnity  and  Guarantee, 

42.  Fidelity  Guarantee  and  Marine. 

43.  Accidenti  Live  Stock,  Marine. 
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Question  9. 
On  what  date  does  the  financial  year  of  your  Com- 
pany close? 

1.  31st  December  in  each  year. 

2.  31st  December. 

3.  31st  December. 

4.  31st  December. 

5.  31st  August. 

6.  31st  March  in  each  year. 

7.  31st  December. 

8.  31st  December. 

9.  31st  December. 
10.  31st  December, 
u.  30th  September. 

12.  31st  December. 

13.  30th  June. 

14.  31st  October  in  each  year. 

15.  31st  December. 

16.  31st  December. 

17.  31st  December. 

18.  31st  December. 

19.  31st  December. 

20.  30th  June. 

21.  30th  September. 

22.  30th  September. 

23.  30th    November    of   each    year — at    the    Head 

Office — Foreign  Branches  of  course  close  at 

an  earlier  date. 
31st  December. 
31st   December. 
31st  December. 
31st  December. 
31st  December. 
31st  December. 
31st  December. 
30th  September. 
31st  December. 
31st  December  each  year. 
31st  December. 
31st  August. 
31st  December. 
31st  December. 
31st  December. 
31st  December. 
30th  September  in  each  year. 
30th  June. 
30th  June. 
31st  December. 
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Question  10. 
What  was  the  date,  rate,  and  amount  of  the  divi- 
dend last  declared  by  your  Company? 

Replies. 

1.  Seventy-five  per  cent.,  £6j,$oo. 

2.  I.   20th  April,   1908. 
2.    10s.  per  share. 

3-  £35°<°°°- 

3.  Date,  April,  1908. 
Rate,  los.  per  share. 
Amount,  ;^35o,'ooo. 

4.  Date,  26th  April,  1908. 
Rate,  5s.  per  share. 
Amount,  £55'°°°- 

5.  31st   August,    1908,    4   per   cent,    per   annum, 

i^2,soo. 

6.  15th  May,  1908,  13.9  per  cent.,  ;^ro,430. 

7.  1907,  10  per  cent.,  20,761.70  francs. 

8.  To     31st     December,     1907,     15     per     cent., 

;£i6,5oo- 

9.  May.  1906,  2|  per  cent.,  ;£2,2o6  13s.  9d. 

10.  22nd  May,  1908,  5  per  cent.,  £i,^T5. 

11.  i8th   November,    1908,    8   per  cent.,    _j^8,ooo  ; 

also  a  bonus. 

12.  May,  1908,  6s.  per  share,  ;^88,soo. 


13.  30th  June,  1908,  6  per  cent.,  ;^i,i85  i6s.  gd. 

14.  14th  December,  1908. 

A  dividend  of  2S.  per  share,  equal  to  10  per 
cent,  and  bonus  of  is.  per  share  equal  to  5  per 
cent.— equal  in  all  to  15  per  cent.  ;  £y,5°°- 

15.  Twelve  months   ending  31st   December,    1907, 

6  per  cent,  on  preference  shares  (4  shares 
called  up  to  los.,  equal  to  ;£2),  12^  per 
cent,  on  ordinary  shares,  _£2i,874  12s.  7d. 

16.  For  the  year  1907,  10  per  cent.  ;  a  copy  of  our 

Statement  of  Accounts  and  Balance-sheets 
for  that  year  is  .<=ent  herewith. 

17.  It  is  noted  in  the  Directors'  Report  for  1907  : — 

"  The  Directors  recommend  the  payment  of 
a  dividend  for  the  year  now  current  of 
6s.  6d.  per  share,  free  of  income  tax,  and 
payable  half-yearly  on  the  31st  May  and 
30th  November." 

18.  36s.  per  £2  of  stock. 

19.  Dividends  are  paid  half-yearly,   but  the  total 

annual  return  to  the  shareholders  for  1907, 
paid  ist  May,  1908,  was  ^£84,520,  i.e.,  i6s. 
per  share. 
This  is  at  the  rate  of  32  per  cent,  upon  the 
paid-up  capital,  3.6  per  cent,  upon  the  pre- 
sent market  value  of  the  shares  {£22),  and 
4  per  cent,  upon  the  invested  funds  of  the 
Company,  ;^2,o55,5oo. 

20.  On  5th  August,    1908,  a  bonus  equal  to  about 

15I  per  cent,  on  the  pnid-up  capital  was 
paid  shareholders,  which  amounted  to 
;£7,o48.  A  similar  sum,  viz.,  ^^7,048,  was 
also  paid  to  policyholders  as  a  cash  bonus, 
representing  10  per  cent,  on  their  premiums. 
Altogether  _;£244,7i8  have  been  divided  in 
bonuses  between  policyholders  and  share- 
holders by  this  Company. 

21.  20th  October,    1908;  9  per  cent,   on  £37,5°° 

(the  paid-up  capital);  ;£3,375- 

22.  19th  November,  1908;  15  per  cent.;  £iS'°°°- 

23.  In  February,  1908,  rate  10  per  cent,  per  annum. 
Interim  dividend,   August,    1908,    10  per  cent. 

per  annum.     Amount  per  annum,  ^30,000. 
In  all  probability  another  dividend  will  be  de- 
clared in  a  few  days  to  same  extent. 

24.  8th  May,  1908,  i;i95.25o,  being  35s.  6d.  per 

share  on  110,000  shares  (part  of  this  divi- 
dend was  derived  from' a  share  of  the  profits 
of  the  Life  business). 

25.  6th   May,    1908,   at  the  rate  of  £$   15s.   per 

share. 
Total  dividend,  ;^  11 2, 500. 

26.  A  dividend  of  £2  per  share  in  month  of  Jan- 

uary, and  in  month  of  June  a  further  divi- 
dend of  £2  per  share  with  the  addition  of 
a  bonus  of  ^i  per  share,  total  ;£55,ooo. 

27.  20  per  cent.,   with  bonus  of    5   per  cent.,   for 

year  ended  31st  December,   1907. 
Declared  March,  1908. 

28.  31st  December,    1907,    5   per  cent,   preference, 

18  per  cent,  ordinary  shares,  ^17,867  los. 

29.  31st  December,  1907,  and  30th  June,  1908,  of 

5s.  per  share,  each  absorbing  ;^6o,ooo. 

30.  30s.  per  share  for  the  year  1907. 

31.  27th  November,  1908,  8  per  cent.,  ;^6,ooo. 

32.  Date,  June,  1908. 

Rate,  66f  per  cent. ;  amount,  ;^26i,258,  on 
the  sum  actually  paid  up  as  capital.  The 
business  is  not  carried  on  the  capital  alone, 
but  with  the  funds  available  for  meeting  the 
losses.  These  amounted  to  ^4,649,159 
(exclusive  of  Life  and  Superannuation 
Funds),  and  the  rate  of  dividend  on  the 
whole  is  5. 6 1  per  cent. 
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^^.  Last  year,  8  per  cent.,  1907  ;  not  yet  advised  as 
regards  1908. 

34.  31st  December,   1907,   17J  per  cent.,  ;£52,5oo. 

35.  October,   1908,  30  per  cent.,  _;£30,ooo  for  the 
year. 

Dividend  paid  for  the  year  1907,  7J  per  cent., 

with  a  bonus  of  2i  per  cent. 
The  last  dividend  paid  was  for  the  half-year 

ending  30th  June,    T908,   at  the  rate  of  7I 

per  cent,  per  annum. 
6th  April,  1908,  5  per  cent.,  ;^3,5oo. 
May,  1908,  100  per  cent.,  ^^120, 000. 
The    Company    in   its    present   form   had   only 

been  in  existence  for  six  months,  and  I  do 

not  think  any  dividend  was  declared. 
28th  October,  1908,  at  10  per  cent,  for  the  year, 

and  bonus  of  2  J  per  cent,  for  the  year. 
Interim  dividend  to  31st  March,  1908,  ^4,270 

2S.  66. 
Dividend  for  half-year,  30th  September,  1908, 

^^4,270  23.  6d. 
Bonus,  2 J  per  cent,  for  year,  ;^2,i35  is.  3d. 
28th  July,  1908,  35  per  cent,  £^1,975  4S- 

42.  July,  1908,  20  per  cent.,  ^^4,000. 

43.  i8th  April,   1908,   los.  per  share,  payable  30th 

April  and  October  in  equal  instalments. 
Being  5  per  cent,  on  each  share  value  ;^io. 
About  4I  per  cent,  on  present  price  of  share, 
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Section  IV. — Insurances  in  Force. 

Question  11. 

(a)  What  was  the  aggregate  amount  of  Fire  Insur- 

ances on  Commonwealth  property  on  your 
books  at  the  close  of  your  latest  financial 
year,  including  amounts  re-insured  with  your 
Company,  but  excluding  amounts  re-insured 
by  your  Company  ? 

(b)  What  ratio  does  this  aggregate  amount  bear  to 

the  total  fire  insurance  business  of  your  Com- 
pany? 


Question  12. 
Give  similar  particulars  for  each  of  the  States  of 
the  Commonwealth  in  which  Fire  Insurance 
business  is  carried  on  by  your  company. 

New  South  Wales, 

Victoria, 

Queensland, 

South  Australia, 

Western  Australia, 

Tasmania. 


Replies  to  Questions  11  and  12  have  been  treated 
by  the  Commission  as  confidential,  and  are 
consequently  not  published. 


Section  V. — Assets. 
Question  13. 
What  was  the  total  value  of    the  assets  of    your 
Company  in  the  Commonwealth  at  the  date 
of  your  latest  balance-sheet? 

Replies. 

I.  Impossible  to  say,  as  Government  securities  are 
held  at  Head  Office,  we  have  some  ;^i5,ooo 
in  deposits  we  have  placed  in  local  bank  in 
name  of  Company. 


2.  Have  not  got    the   information.       In  Victoria 

hold  property  valued  by  municipal  officers  at 
^20,000. 

3.  ;£6i,5oo   in   this    State.       Not   aware    of    the 

amounts  in  the  other  States. 

4.  In  addition  to  certain  freehold  properties  and 

fixed  deposits,  the  Company  holds  a  large 
amount  of  Australian  Government  stocks,  for 
precise  information  regarding  which  we 
would  require  to  refer  to  our  Head  Office. 

5.  Fire  and  marine,  _^i85,825  os    8d. 

6.  ;^2i6,642  7s.  7d. 

7.  I   am   not   aware  of    the   amount  invested    in 

Australian  .securities. 

8.  Have  not  the  information. 

9.  Not  known  to  me. 

10.  ^80,953,  aitet  making  provision  for  the  divi- 

dend for  the  year  1907. 

11.  ;^257,o68. 

12.  In  Victoria,  _;^44,30o. 
13-  ;^25,793  19s. 

14.  Balance-sheet  enclosed. 

15.  I  am  not  aware  of  the  amount  invested  in  Aus- 

tralian securities. 
i<5.  .£6,356  7s.   iid. 

17.  We  are  unable  to  say.      In  Victoria  the  Com- 

pany had  investments  to  the  extent  of 
^£26,000,     and     other     assets     representing 

2^3.075  3S-  3d. 

18.  About  ;£i25,ooo,  but  I  do  not  know  the  value 

at  which  the  Sydney,  Melbourne,  and  Gee- 
long  freehold  properties  stand  in  the  Com- 
pany's books  at  Head  Office. 

19.  £28,832  3s.   id. 

20.  _£ii4,i45   195.    rod.,    in   addition   to   the    un- 

called capital  of  £105,000. 
21-  £7'5,25i. 

22.  Deposits,  £2,600.  ) 
Bank  balances,  £7,065       I      -    '' 

23.  Real  estate,  value  £85,954. 

If  you  include  our  investments  in  bonds,  &c., 
in  the  Commonwealth,  as  I  suppose  is  the 
case,  my  best  answer  is  to  furnish  the  last 
balance-sheet,  which  gives  a  full  list. 

24.  £37,500  on  fixed  deposit  with  Bank  of  New 

South  Wales  and  National  Bank  of  Aus- 
tralasia, in  addition  to  various  amoimts  on 
current  account  with  banks  and  floating 
balances  in  the  hands  of  agents. 

25.  £244,162  dealt  with  at  this  office. 

26.  In  Victoria  and  Tasmania,  £22,525. 
27-  £57,782. 

28.  Unable  to  say,  but  included  in  the  total  assets 

as  per  balance-.sheet  herewith. 

29.  Bank   of   Australasia,    £2,500   fixed   deposits; 

also  current  account.  Outstanding  premiums, 
^£1,844  5s.  6d. 

30.  Office  furniture  in  Sydney  and  Launceston,  and 

bank  balances  totalling  £1,670  17s.  3d. 
Otherwise  do  not  know  beyond  what  is  dis- 
closed in  balance-sheet. 

31.  £168,000  3s.   4d. 

32.  £126,706. 

These  include  freehold  properties  "  fallen  in," 
which,  whiie  standing  in  the  hooks  of  the 
branch  at  original  valuations,  have  been 
reduced  on  our  recommendation  in  Head 
Office  books ;  but  property  acquired  in 
Sydney  since  the  date  far  more  than  exceeds 
the  difference. 

33.  Do  not  know. 

34.  Have  not  the  information. 

35-  £56,041- 

.36-  £18,150  IS.   id. 
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37-  Cannot  reply  as  we  only  act  for  New  South 
Wales.  If  the  Commissioners  so  desire  we 
will  ascertain  the  particulars  from  Head 
Office. 
In  New  South  Wales  the  total  assets  were 
j£S79  ^^'  ■to<^'»  being  composed  of  bank 
deposit  at  current  account,  plus  sundry 
debtors,   minus  sundry  creditors. 

38.  Cannot  say,  have  about  ^£10,000  in  New  South 

Wales. 

39.  Do  not  prepare  any  balance-sheet  for  the  Com- 

monwealth, and  there  ^are  no  assets  except 
cash  in  banks,  in  hand,  and  outstanding 
premiums. 

40.  ^240,874. 

41-  ^158,502  IIS.  6d. 

42-  .£41.340. 
43.  Cannot  say. 


5- 
6. 

7- 
8. 

9- 
10. 
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Question   14. 

Or   what  general  principles  are  the  assets  of  your 
Company  valued? 

Refilies. 

1.  This  matter  is  dealt  with  by  Head  Office,  but 

we  believe  the  market  value  is  taken  on  31st 
December  each  year,  and  statutory  declara- 
tions required  by  directors  and  management 
on  that  date. 

2.  On  market  values. 

3.  Market  value. 

4.  We  have  no  information  here.     The  necessary 

particulars  could  be  obtained  from  our  Head 
Office,  if  required. 

Partlv  by  cost,  and  partly  by  book  values. 

Valuations  are  periodically  made  of  each  indi- 
vidual asset. 

I  am  not  in  a  position  to  answer. 

Have  not  the  information. 

Not  known  to  me. 

Market  value. 

The  values  of  the  assets  are  reviewed  in  order 
to  see  that  the  book  values  are  consistent 
therewith. 

12.  Unable  to  say. 

13.  Debentures  and  fixed  deposits  (face  value)  when 

market  value  is  not  less  than  face  value. 

Face  values. 

I  am  not  in  a  position  to  answer. 

I  am  unable  to  say  without  reference  to  the 
Head  Office,  but  it  is  doubtless  the  market 
value  at  the  date  of  the  valuation. 

We  have  no  information  concerning  this  mat- 
ter. The  valuation  of  the  as?ets  is,  we 
presume,  undertaken  at  the  Head  Office  of 
the  Company. 

Do  not  know. 

We  can  only  refer  you  to  the  certificate  of  the 
auditors  attached  to.  our  annual  balance- 
sheet. 
20!  Government  stocks,  debentures,  &c.,  taken  at 
cost,  unless  same  is  above  market  quota- 
tions ;  other  assets  at  book  values  after 
being  written  down. 

'Cost     of     property 

Premises,  Hobart,  ;^i,700        years  back,   plus 

Office  furniture,  ;£ioo        cost  of  alterations 

and  additions. 

Mortgages,  ;^69,76o. 

Launceston  Municipal  Council  deposit,  _;^i,ooo. 

Cash  in  bank,  ;£3,025. 

Sundry  ledger  balances,  £666. 

At  cost  price,  depreciation  if  any  written  off. 
Increase  in  value  never  taken  into  account. 
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23.  By  using  the  best  information  obtainable  from 

local  authorities. 

24.  I  cannot  answer  this  question.    The  Company's 

assets  are  valued  at  Head  Office. 

25.  Cannot  answer  this  question. 
Responsibility  rests  with  •  Head  Office  boards. 

Copy  actuary's  valuation,  1905,  can  be  fur- 
nished. 

26.  We  have  no  knowledge  at  this  branch. 

27.  At  cost  price.      There  is  an  investment  reserve 

and  contingency  account  of  _;^ioi,ooo  held 
against  possible  fluctuation  in  the  value  of 
our  securities  to  save  the  necessity  of  annual 
re-valuation. 

28.  Have  no  information  on  this  point. 

29.  Cannot  say. 

30.  Do  not  know. 

31.  Freehold  property  at  original  cost,   bank    de- 

posits and  Government  securities  at  cost. 
This  is  practically  market  price  at  the  date 
of  each  balance-sheet. 

32.  (a)  Office   buildings   at    approximate  cost   (not 

more). 
(d)  Other  properties  (fallen  in)  at  an  estimate 
of  present  value. 

33.  Do  not  know. 

34.  Have  not  the  information. 

35.  We  do  our  best  to  ascertain  the    true  market 

value,  and  keep  our  book  values  below  that 
figure. 

36.  Cost  price,    with    depreciation   written    off   as 

necessary. 

37.  Unable  to  replv,  but  will  ascertain  from  Head 

Office  if  the  Commissioners  so  desire. 

38.  Only  bank  deposit  receipts  at  par. 

39.  T  do  not  know. 

40.  Freehold    property,    book    value;     remainder, 

market  value. 
4T.  The  assets  are  taken  at  book  values,  and  any 
probable  depreciation  is  provided  for  by  a 
contingency  fund. 

42.  Market  values. 

43.  Cannot  say. 


21 


Question    15. 
By  whom  is  such  valuation  carried  out? 

Replies. 

1.  The  direction  and  auditors  at  Head  Office. 

2.  Officers  in  London  office. 

3.  Head  Office. 

4.  Vide  reply  to  Q.   14. 

5.  Officers  of  the  Company. 
By  a  competent  surveyor  and  valuator. 
See  reply  to  No.   14. 
Have  not  the  information. 
Not  known  to  me. 
The  directors,  with  such  expert  advice  as  may 

from  time  to  time  be  deemed  necessary. 
1 1 .  The  management. 
T  2    Unable  to  say. 
T3.  Manager,  directors,  and  auditor. 

14.  The  properties  under  mortgage  are  nearly  all 

known  to  the  directors,  and  the  Company 
always  obtains  two  (2)  valuations  at  time  of 
advance. 

15.  See  reply  to  No.  14. 

16.  I  am  unable  to  say  without  reference    to    the 

Head  Office,  but  I  should  think  it  is  done 
by  the  directors — possibly  assisted  bv  ex- 
perts, so  far  as  other  than  liquid  securities 
are  concerned. 

17.  We  do  not  know. 

18.  Do  not  know. 

19.  See  reply  to  question  No.   14. 


6. 
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30. 
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24. 
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28. 
29. 
30- 
31- 
32. 
33- 
34- 
35- 

36- 
37- 
39- 

40. 
41. 

42, 
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The  board  and  the  auditors  with  expert  as- 
.si  stance. 

Advances  by  way  of  mortgage  on  real  estate, 
two-thirds  and  under  of  value  of  properties 
advanced.  Experienced  valuators  employed 
who  visit  properties,  and  furnish  reports 
with  valuations. 

Checked  by  auditors.  Loans  on  mortgage  only 
made  after  expert  valuation. 

By  our  own  officers,  assisted  by  the  best  local 
experts  that  can  be  obtained. 

See  reply  to  question  14. 

See  reply  to  question  14. 

We  ha\'e  no  knowledge  at  this  branch. 

See  reply  to  question   No.    14. 

See  reply  to  question  No.   14. 

Cannot  say. 

Do  not  know. 

The  company's  auditor. 

By  myself. 

Do  not  know. 

Have  not  the  information. 

Sometimes  by  our  branch  managers  and  some- 
times by  outside  valuers. 

Checked  by  auditors. 

See  reply  to  question  No.  14. 

T  do  not  know. 

The  directors  and  auditors. 

The  board  of  directors. 

The  board  of  directors. 

Cannot  say. 
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Question  16. 

At  what  average  rate  of  interest  were  the  funds  ol 
your  Company  invested  at  the  date  of  youi 
latest  balance-sheet? 

Replies. 

1.  Cannot  say. 

2.  Have  not  got  the  information. 

3.  Unable  to  answer  this  question.     Have  not  the 

information. 

4.  We  have  no  information  here. 

5.  2.485  per  cent,  (fire  and  marine  departments). 

6.  3.89  per  cent. 
"/.  6.5  per  cent. 

8.   Have  not  the  information, 
i;    Not  known  to  me. 

10.  3125  per  cent. 

11.  4.1  per  cent. 

12.  4 J  per  cent. 

13.  3.8  per  cent. 

M-  ;^4  6s.  per  cent. 

15.  4.2  per  cent. 

16.  My  only  iource  of  information  is  the  statement 

of  accounts  submitted  by  the  directors  to  the 
shareholders,  a  copy  of  which  is  supplied 
herewith.  From  the  statement  for  the  year 
1907  I  extract  the  following: — Amount  at 
ist  January,  1907 — Capital,  _;^i,ooo,ooo  ; 
life  funds,  ^^4. 004, 763;  fire  funds. 
£733>°°o;  accident,  &c.,  funds,  £75,648; 
total,  ;^5,8i3,4ii.  Interest  and  dividend 
/less  income  tax)— Capital,  /',4i,j54;  life 
funds, ^157, 579;  fire  funds,  ^28,709;  acci- 
dent, &c.,  funds,  ;^3.S24;  total,  ;^23i,566. 
The  ratio  of  interest  and  dividends  to  the 
above  funds  is,  therefore,  3.98  per  rent. 

About  4J  per  cent.  Please  refer  to  balance- 
sheet,  which  discloses  the  only  information 
we  possess. 

Assets  of  ,-^11.218,883  return  interest  and  divi- 
dends amountintj  to  ;!r382.454,  equal  to 
about  ^3  8s.  66.  per  cent. 


33. 
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40. 
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We  have  no  data  beyond  that  contained  in  the 
balance-sheet,  and  prefer,  therefore,  not  to 
make  any  definite  statement.  'This  question 
has  not  the  significance  in  connexion  with  a 
fire  company  which  life  companies  attach  to 
it. 

About  3  J  per  cent. 

4.66  per  cent. 

j£4  IIS.  7d.  per  cent. 

3.78  per  cent.,  as  per  balance-sheet  enclosed. 

The  funds  of  the  fire  department  appear  to  be 
invested  at  an  a\'erage  rate  of  about  3^  per 
cent. 

,-^3  13s-  9d.    (1905-) 

I  liave  no  definite  information  at  this  branch, 
but  from  the  figures  in  the  balance-sheet,  the 
average  rate  appears  to  be  4  per  cent. 
Rate  on  mean  funds,  sj-  per  cent. 
Rate  (less  income  tax),  3.73  per  cent. 
Life  funds,  j£^  18s.  per  cent.     Otherwise,  do 
not  know   beyond   what  is  disclosed   in  the 
balance-sheet  and  report  enclosed. 
Nearly  3  per  cent. 
3.76  per  cent. 
Do  not  know. 
Have  not  the  information. 
A  trifle  over  5  per  cent. 
4.40  per  cent. 

Interest,  dividend,  rents,  and  transfer  fees 
earned  and  accrued  in  1907  were  ;^6,078. 
The  investments  being  valued  at  ;^i36,6o8. 
The  interest,  &c.,  earned  and  accrued  was, 
apparently,  £4  8s.  iid.  per  cent. 
About  3 1  per  cent. 
I  do  not  know,  but  I  send  you  a  copy  of  the 

latest  balance-sheet. 
A  little  over  3  per  cent.,  about  one-half  of  the 

securities  being  Government.  ** 

3  per  cent. 
3.28  per  cent. 
See  balance-sheet  herewith.  ' 
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Section  VI.— Reserve  Funds. 

Question  17. 

In  preparing  its  balance-!;heet,  what  provision  is 
made  by  your  Company  for  unexpired  risks? 

Replies. 

1.  .See  balance-sheet  attached. 

2.  We  have  a  Fire  Insurance  Fund  of  ^2,000,000. 

The  amount  required  to  cover  unexpired 
risks  is  calculated  at  40  per  cent  of  the 
year's  income. 

3.  The   Company   has   a    Fire   Insurance   Fund  of 

;^2,OO0,0OO. 

4.  40  per  cent,  of  the  premiums  is  reserved  for  un- 

expired liabilities  under  current  policies,  in 
addition  to  the  fire  and  reserve  funds  of 
the  Company. 

5.  No  special  provision  for  fire  insurance  risks. 

6.  No  special  provision  is  made  for  unexpired  risks, 

as  tlie  reserve  and  contingent  funds  are 
added  to  every  year,  and  are  considered 
more  than  sufllicient. 

7  Including  other  branches  of  the  business,  the 
Company  in  1907  had  a  reserve  of 
117,247.05   francs. 

8.  I  have  not  the  information,  but  the  Australian 
branch  is  charged  with  33^  of  its  net  pre- 
miums for  unexpired  risks, 

o.   I  do  not  know. 
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The  whole    of    the    funds,    including  paid-up 

capital,  are  available  for  the  settlement  of 
losses,  and  in  1908,  on  extension  of  the 
operations  to  accident  business,  a  special  re- 
serve of  ^10,000  was  set  aside. 

The  reserve  fund  which  is  used  in  the  business. 

None.  But  ample  .provision  is  made  by  a  fire 
fund  of  ;£2, 196,119. 

Reserve  fund  equal  to,  or  exceeding,  the  amount 
of  premium  required  to  re-insure  such. 

None. 

Not  less  than  40  per  cent,  of  the  net  premiums 
is  set  aside  annually  as  a  reserve  due  to 
policies  unexpired  on  31st  December.  In 
1907  the  ratio  was  44.52  per  cent.  In  addi- 
tion, there  is  a  general  fire  reserve  fund, 
which  amounted  on  31st  December,  1907,  to 
;£5 10,000. 

A  portion  of  the  premium  income  is  set  aside 
annually  as  a  reserve  for  unexpired  risks. 
At  the  end  of  1907  the  sum  of  _;£5o,ooo  was 
added  to  the  fire  reserve  fund,  which,  as 
shown  in  the  fire  account,  then  stood  at 
^^250,000. 

40  per  cent,  of  the  annual  fire  premium  is 
placed  to  special  reserve  fund  for  unexpired 
risks,  which  ratio  is  recognised  in  England 
and  America  as  being  the  proper  proportions 
to  reserve. 

The  "  Fire  Fund,"  i.e.  provisions  for  unex- 
pired liability,  is  at  present  31  per  cent,  of 
the  premium  income ;  but,  of  course,  the 
whole  funds  of  the  Company  are  available 
for  the  settlement  of  losses. 

One-third  of  the  annual  premiums  is  regardfd 
as  a  liberal  provision  for  imexpired  risks. 

50  per  cent,  of  the  premiums  set  on  one  side. 

Reserve  for  unexpired  risks  maintained  at  50 
per  cent,  of  fire  premiums,  in  addition  to 
general   reserve  and  capital. 

You  will  see  from  the  Company's  balance-sheet 
we  have  a  re-insurance  fund  of  ,.^250,000 
provided  for  this  purpose,  which  is  over  40 
per  cent,  of  our  premium  income. 

40  per  cent,  of  the  year's  premiums  is  placed 
to  credit  of  the  premium  reserve  account. 

50  per  cent,  of  net  income  from  premiums. 

33^  per  cent. 

We  reserve  one-third  of  the  year's  premiimis  to 
cover  unexpired  risks. 

40  per  cent,  of  the  premiums  are  set  aside  to 
meet  liability  under  current  policies.  (See 
balance-sheet  attached.) 

Reserve  of  40  per  cent,  of  unexpired  premiums 
for  the  year. 

According  to  the  balance-sheet  about  40  per 
cent,  of  premiums. 

General  reserve  fund.  The  only  call  that  coul.' 
be  made  upon  the  reserve  fund  would  be  n 
provision  for  the  unexpired  risks,  or  similar 
liabilities. 

The  entire  capital  and  funds  of  the  Company 
(except  "  life  "  funds,  which  are,  by  British 
law,  ear-marked  for  that  department")  are 
available  for  unexpired  risks.  These  funds 
largely  exceed  the  whole  of  the  premiums  re- 
ceived during  the  year. 

Large  reserves  are  provided,  but  on  what  basis 
we  are  not  advised. 

I  have  not  the  information,  but  the  Australian 
branch  is  charged  with  33^  per  cent,  of  its 
net  premiums  for  unexpired  risks. 

40  per  cent,  of  net  fire  premiums  and  actual 
marine  premiums  on  risks  current,  and  not 
nm  off  on  31st  August. 

Special   reserve,   ;^2S,ooo,   also,   reserve  fund, 


37.  The    Company's    last    report    {i.e.,    for    1907) 

shows  that  of  the  net  premiums  for  the  year 
the  sum,  equal  to  about  28^  per  cent.,  was 
reserved  as  sufficient  provision  in  respect  of 
current  policies  at  the  close  of  the  year. 

38.  40  per  cent. 

39.  40  per  cent,  of  the  year's  premiums. 

4c.  At  an  average  of  about  50  per  cent,  of  the  net 
fire  premiums  for  the  year. 

The  amounts  of  the  re-insurance  and  reserve 
funds  are  regarded  as  provision  for  unex- 
pired risks. 

The  amounts  of  the  re-insurance  and  reserve 
funds  are  considered  as  a  provision  for  un- 
expired risks. 

See  balance-sheet  annexed. 
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Question  18. 

In  your  opinion  should  there  be  any  minimum 
ratio  of  reserve  fund  to  total  amount  at 
risk? 

Replies. 

1.  All  Companies  have  special  figures  for  working 

out  percentages  of  premiums  for  unexpired 
risks,  we  think  the  usual  percentage  is  40 
per  cent. 

2.  Owing  to  the  uncertainty  of  fire,   it  is  impos- 

sible to  lay  down  any  fixed  ratio,  but  sub- 
stantial reserves  should  be  held. 

3.  Every   Company   should   hold   very   substantial 

reserves,  but  it  is  hardly  practicable  to  lay 
down  any  fixed  ratio  of  reserve  fund  to  total 
amount  at  risk. 

4.  No.     We  question  if  it  is  practicable  to  decide 

from  amount  at  risk  as  to  what  would  be  a 
proper  reserve  fund. 

5.  I  think  that  a  Company  should  hold  undivided 

profits  equal  to  33J  per  cent,  of  the  j'ear's 
revenue  from  fire  insurance  premiums. 

6.  Block  hazard   being  carefully  considered   with 

maximum  limits  thereon,  and  maximum 
limits  adhered  to  on  all  isolated  risks,  there 
is  not,  in  my  opinion,  any  necessity  to  fix  a 
hard  and  fast  rule. 

7.  All  Companies  create  reserves  in  proportion  to 

the  net  premium  income,  and  past  experience 
has  shown  the  reserves  sufficient  to  cover 
liability. 

8.  33  per  cent,  of  net  profit  (sic).  * 
q.   It  is  advisable. 

10.  No.     Experience  in  other  countries  has  proved 

this  to  be  a  menace  to  sound  and  properly 
managed  and  constituted  Stock  Companies. 
All  properly  managed  Companies  maintain 
reserves  sufficient  to  cover  liability  for  run- 
ning off  risks,  and  to  meet  probable  losses. 

11.  It  would  be  desirable. 

12.  Yes. 

13.  Have  formed  no  opinion. 

15.  All  Companies  create  reserves  in  proportion  to 

the  net  premium  income,  and  past  experience 
has  shown  the  reserves  sufficient  to  cover 
liability. 

16.  The  practice  of  Companies  is  to  make  the  re- 

serve in  ratio  to  the  net  annual  premium  in- 
come; and  the  experience  of  this  Company 
has  shown  that  this  method  has  provided 
sufficient  funds  to  cover  all  unexpected  calls. 

17.  No. 

18.  No;   it  is   not  customary   to  calculate  reserves 

on  basis  of  amount  of  risks,  but  in  propor- 
tion to  premium  income. 

19.  No.     The  amount  at  risk  in  the  case  of  a  Life 

Company  is   a   certain   liability,   but  in  the 
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case  of  a  Fire  Company,  it  is  only  a  con- 
tingent liability,  and  every  well  managed 
Company  limits  the  amount  of  its  liability 
subject  to  one  fire. 

20.  It  would  be  more  practicable  to    base    the  re- 

serve on  the  premium  income. 

21.  Not  necessarily.     Some  underwriters  may  have 

their  risks  more  congested  than  others. 

22.  Cannot  suggest.     Reserve  must  be  accompanied 

by  a  prudent  distribution  of  risk.  Concen- 
tration may  lead  to  ruin. 

23.  Yes.     Forty  per  cent.'  of  the  premium  revenue 

I  consider  a  fair  reserve,  others  may  think 
less,  but  I  would  not  make  any  particular 
percentage  mandatory. 

24.  Yes ;  or  to  net  premium  income,   which  is  an- 

other way  of  saying  the  same  thing. 

25.  Yes;  45  per  cent,  of  net  revenue. 

26.  The  practice  of   all    Companies    has    been  to 

create  a  reserve  in  proportion  to  the  net 
premium  income,  and  the  experience  of 
offices  in  the  past  has  been  that  the  reserve 
thus  established  was  sufficient  to  cover  all 
liabilities. 

27.  No.     I  think  this  would  be  useless.     A  Com- 

pany writing  non-hazardous  risks  only  might 
have  a  far  larger  amount  at  risk  tlian  an- 
other Company  writing  a  general  business, 
and  yet  might  quite  safely  reserve  a  smaller 
amount  of  the  year's  premium  income  in 
respect  of  outstanding  liabilities. 

28.  Yes. 

29.  It  is  not  necessary  if  there  is  a  large  paid  up 

capital  and  other  reserves,  but  most  Com- 
panies have  a  reserve  for  unexpired  risks  of 
from  33  I /3rd  per  cent,  to  40  per  cent,  of 
the  year's  premiums. 

30.  No. 

3T.  No;  the  suggested  basis  is  an  incorrect  one. 
I  certainly  consider,  however,  that  there 
should  be  minimum  of  reserves  and  paid  up 
capital  to  net  premium  income. 

32.  A  "  reserve  fund  "  has  no  relation  to  "  amount 
at  risk,"  for  the  obvious  reason  that  a  ;£5oo 
risk  at  ;£5  per  cent.,  yielding  a  premium  of 
^25  would,  as  regards  the  reserve  for  un- 
expired risk,  require  as  much  reserve  as 
;£2o,ooo  at  2/6  per  cent.,  yielding  a  similar 
premium.  Properly  speaking,  a  reserve 
fund  cannot  be  distinguished  from  any  other 
portion  of  the  Company's  funds  which  are 
liable  for  the  payment  of  losses.  From  a 
financial  point  of  view,  there  is  not  the  slightest 
difference.  I  take  it,  therefore,  that  the 
question  is  really  intended  to  ascertain  what 
proportion  of  the  premiums  shown  in  the 
accounts  to  have  been  received  during  the 
year  would  be  required  to  pay  losses  occur- 
ring during  the  remaining  duration  of  the 
policies  on  risks  in  respect  of  which  the  pre- 
miums have  been  received,  and  that  if  that 
is  ascertained,  a  fair  conclusion  may  be 
drawn  as  to  whether  the  Company  is  pos- 
sessed of  sufficient  funds  to  meet  its  liabili- 
ties. This  is  a  point  upon  which  opinions 
differ,  though  not  to  any  very  great  extent, 
and,  personally,  I  should  put  down  33  per 
cent,  as  about  a  fair  average.  It  must  be 
borne  in  mind  that  a  certain  percentage  of 
all  business  is  what  is  known  as  short  period, 
that  is  taken  out  for  a  less  term  than  one 
year.  This  is  very  largely  the  case  in  large 
mercantile  communities,  and  very  much 
larger  in  the  F.uropeaii  and  North  American, 
India,  and  China  centres  than  here,  and 
thousands  of  policies  are  taken  out  even  for 
such  short  terms  as  three  days,  or  a  week. 


and  many  more  for  one  to  six  months.     A 

very  large  proportion  of  these  have  expired, 
and  no  reserve  is  required  to  meet  them, 
there  being  no  more  liability.  Then,  again, 
even  amongst  the  vast  bulk  of  the  policies 
which  are  taken  out  for  one  year,  a  portion 
of  the  time,  varying  from  i  day  to  364,  has 
expired ;  and,  assuming  the  business  to  be 
pretty  steadily  spread  over  the  whole  year, 
the  average  uncompleted  duration  of  the 
policies  in  force  would  be  about  six  months. 
Ignoring  assumed  profit,  which  is  not  a  lia- 
bility under  the  policies,  and  bearing  in  mind 
that  almost  the  whole  of  the  expense,  ex- 
cept that  arising  out  of  the  adjustment  of 
losses  and  some  minor  office  expenses,  has 
already  been  paid,  I  think  an  estimate  of  33 
per  cent,  is  reasonably  fair. 

33.  Yes. 

34.  33  per  cent,   of  net  profit.     (Sic.) 

35.  I  can  best  answer  this  question  by  saying  that 

no  Fire  Insurance  Company  can  possibly 
have  too  big  a  reserve  fund.  No  effort  should 
be  spared  to  build  up  a  reserve  fund,  and 
to  keep  on  adding  to  it. 

36.  A  conflagration  may  sweep  away  any  reserves. 

Insurers  are  protected  by  the  capital  and 
reserves  of  a  Company,  whose  success  de- 
pends upon  a  careful  distribution  of  risk. 

37.  The  amount  at  risk  is  usually  estimated  by  the 

net  premium  revenue.  It  is  certainly  desir- 
able that  funds  should  be  reserved  for  un- 
expired risks,  and  such  reserve  funds  .should 
not  be  less  than  the  unearned  premium  on 
unexpired  risks. 

38.  Yes. 

39.  No.     The   result  is  obtained  by   a  percentage 

of  the  premiums. 

40.  The  ratio  of   reserve  is  calculated  on   the  net 

annual  premium  income. 

41.  I  do  not  think  so,  as  the  liabilities  on  risk  of 

a  Fire  Insurance  Company  may.  be  dis- 
tributed over  a  larger  or  smaller  area.  A 
Company  transacting  almost  an  exclusively 
large  city  business  would  require  a  larger 
reserve  than  a  Company  transacting  a  limited 
city  business,  and  otherwise  having  its  risks 
well  scattered  throughout  the  non-congested 
area. 

42.  No. 

43.  Certainly. 


Section  VII. — Income. 

Question  19. 

What  was  the  total  Commonwealth  income  of  your 
Company  for  its  latest  financial  year  from — 
(i.)  Fire  Insurance  Premiums,  j£ 
(ii.)  Other  premiums,  j£ 
(iii.)  Interest,  dividends,  and  rents,  j£ 
(iv.)  Other   sources?   ^ 

Replies  to  question  19  have  been  treated  by  the 
Commission  as  confidential,  and  are,  conse- 
quently, not  published. 


Section  VIII. — Premiums. 

Question  20. 
Are  the  premium  rates  of  j-our  Company  at  present 
payable  in  the  Commonwealth  fixed  by  open 
competition,  or  are  they  determined  by  a 
tariff  association,  or  by  some  other  arrange- 
ment? 
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•  Replies. 

1.  Minimum  rates  are  agreed  to  according  to  clas- 

sification, but  eacti  Company  is  at  liberty  to 
write  about  risks  they  desire. 

2.  Rated  by  individual  offices,   on  the  basis  of  a 

graduated  scale  fixed  by  association  in  all 
States  except  Western  Australia. 

3.  Individual    Companies   assess   the   rate   on   the 

basis  of  a  scale  fixed  by  the  association.  In 
Western  Australia  there  is  no  such  arrange- 
ment. 

4.  Rates  are  fixed  by  each  office  on  its  own  esti- 

mate of  the  risks.  Offices  have,  however, 
associated  and  agreed  upon  what  their  com- 
bined opinion  indicates  should  be  minimum 
rates  for  practically  all  classes  of  risks. 

5.  Minimum  rates  determined  by  tariff,  excepting 

in   Western  Australia. 

6.  By  a  tariff  association.    Minimum  rates  charged 

after  careful  iaspection  of  risks. 

7.  Tariff  association. 

8.  Some  by  open  competition,  and  some  by  agree- 

ments, 
g.   By  tariff  agreements,   except  in  Western  Aus- 
tralia. 

10.  Minimum  rate?  are  fixed  by  agreement  between 

offices,  except  in  Western  Australia. 

11.  (i)  Open  competition. 

(2)  Special  cases  rated  on  the  recommendation 

of  a  committee  of  underwriters. 

(3)  Regulated   by   schedules,    according   to   the 

hazard  of  the  risk. 

12.  By  tariff  associations — excepting  Western  Aus- 

tralia. 

13.  By   a   tariff   association. 

14.  Tariff. 

15.  Tariff  association. 

16.  Except  in  Western  Australia,  by  an  association. 

This  is  the  only  method  of  keeping  rates  at 
a  level,  so  as  to  insure  the  absolute  solvency 
of  the  Companies  and  their  ability  to  meet 
their  obligations. 

17.  By  tariff  association. 

18.  Partly  by  agreement  among  companies,  accord- 

ing to  nature  of  risk  and  locality,  and  by 
open  competition. 

19.  In  Western  Australia  by  open  competition,  else- 

where by  tariff  arrangements  based  upon  the 
past  experience  of  the  business. 

20.  By   a   tariff   association. 

21.  Tariff. 

22.  Tariff  association,  except  in  Western  Australia. 

23.  Where   tariff   associations   exist,   this   Company 

has  joined  same  in  the  Commonwealth. 

24.  By  a  tariff  association,  except  in  Western  Aus- 

tralia. 

25.  Agreements  exist,  but  not  in  all  States. 

In  a  paper  read  before  the  Insurance  Institute 
of  London,  on  the  18th  November,  1908, 
one  of  the  oldest  and  most  experienced  fire 
underwriters  of  that  city  remarked — "  The 
question  of  competition  suggested  a  defence 
of  the  principle  of  a  tariff  in  fire  insurance. 
The  rates  thus  fixed  become  a  standard  by 
which  all  the  tariff  offices  must  abide,  and 
as  these  are  founded  upon  their  combined  ex- 
perience and  collated  statistics,  gathered  to- 
gether for  the  purpose  of  arrivin  ;  at  a  true 
estimate  of  risk,  it  follows  that  tiiis  must  be 
the  only  sound  way  of  conducting  the  busi- 
ness, and  it  affords  a  fair  guarantee  that  the 
insured  will  get  his  full  compensation  when 
his  loss  occurs.  There  is  really  no  '  ring  ' 
in  such  a  system  being  adopted.  It  is  for 
the  good  of  the  public  quite  as  much  as  for 
'       the  good  of  the  offices." 


26.  Risks  are  rated  on  a  graduated  scale  of  rates, 

determined  by  tariff  association. 

27.  By  tariff  associations. 

28.  By  tariff"  associations,  except  in  Western  Aus- 

tralia. 

29.  They  are  determined  on  an  ascertained  basis, 

according  to  locality,  construction,  occupa- 
tion, and  surroundings  of  each  particular 
hazard. 

30.  By  both. 

31.  Both. 

32.  Except  in  Western  Australia,  the  rates  through- 

out the  Commonwealth  are  determined  on  the 
basis  of  a  scale  formed  upon  the  joint  ex- 
perience of  all  Companies.  Differences  of 
opinion  prevail  as  to  proper  rates,  and  no 
absolute  statistics  are  procurable.  The  ex- 
perience of  individual  offices  is  by  no  means 
identical,  from  various  reasons  which  would 
be  difficult  to  define.  Considerable  diversity 
of  \iews  may  exist  as  regards  the  proper 
rate  for  any  particular  class  of  ri.sk,  and, 
therefore,  what  is  done  is  to  ascertain  the 
opinion  of  the  majority,  based  upon  indivi- 
dual judgment,  as  to  what  is  proper,  and 
arrange  the  scales  accordingly .  They  are 
very  complex,  and  provide,  not  only  for  the 
rating  of  risks  of  each  individual  occupation, 
but  they  subdivide  that  occupation  even  in 
the  case  of  factories  manufacturing  the  same 
kind  of  goods,  so  that  those  performing  the 
more  hazardous  processes  are  charged  more 
than  those  which  confine  themselves  to  the 
less  hazardous.  There  are  minute  rules  as 
to  surroundings,  so  tnat  the  building  which 
is  free  from  objectionable  surroundings  gets 
insured  at  a  lower  rate  than  that  which  is 
not.  Details  of  construction  are  provided 
for,  the  better  class  of  buildings  being  sub- 
ject to  various  deductions  for  their 
superiority.  Deductions  are  also  made  for 
fire  appliances  on  the  property  itself ;  and 
the  "  basis  rates  "  for  every  class  of  risk 
vary  according  to  the  general  construction  of 
the  town,  as  well  as  of  the  individual  build- 
ings, the  water  supply,  and  the  fire  brigade 
or  other  appliances  for  the  extinguishing  of 
fires.  It  may  be  broadly  stated  that  an  in- 
surance business  could  not  be  carried  on  at 
a  profit  otherwise  than  under  tariff  arrange- 
ments. Independent  of  the  fact  that  the 
personal  interest  created  by  the  earning  of 
the  commission  might  create  a  conscious  or 
unconscious  bias,  the  difference  of  opinion  as 
to  actual  risk  would  cause  considerable  bond 
■fide  variations  of  opinion  as  to  what  was  a 
proper  rate,  and  under  such  conditions  the 
proposer  would  go  from  office  to  office  for 
every  particular  risk,  and  ultimately  every 
risk  would  go  to  that  quarter  where  it  was 
accepted  at  the  very  lowest  rate,  which 
would  be  prettv  sure  to  be  wrong.  As  it  is, 
under  a  tariff,  it  is  accepted  at  approximately 
the  average  oT  opinions.  Fire  and  some 
other  branches  of  insurance  are  unlike  other 
businesses  in  this  respect.  Competition  be- 
tween traders  as  to  who  shall  sell  at  the 
cheapest  rate  may  or  may  not  be  right  upon 
economic  grounds,  but,  at  all  events,  they 
have  invoices  to  show  what  the  total  cost 
of  goods  landed  in  their  store  is.  and  thev 
know  the  total  cost  of  handling  between 
that  time  and  the  sale,  and  thev  know  what 
profit  they  expect,  so  that  thev  know  whether 
,  the  price  is  extravagantly  remunerative,  is 
moderately  remimerative,  or  must  result  in 


u 


a.  loss,  and  consequent  disaster  to  creditors. 
A  Fire  Insurance  Company  has  no  such  in- 
voice ;  it  sells  its  policy  without  any  invoice 
but  that  ot  combined  opinion ;  ■and  tlie  actual 
cost  comes  in  alterwards.  Smiilarly,  it  may 
be  right  of  the  so-called  working  man  to 
combine  to  sell  his  labour  for  a  fair  price, 
or  for  the  most  he  can  get  for  it,  fair  or 
unfair.  He  knows  what  he  gives  and  what 
he  gets,  and  he  may  get  all  labourers  in  his 
own  trade  to  combine  not  to  sell  their  labour 
at  less  than  a  certain  rate,  becoming  thus 
possessed  of  the  monopoly  of  that  labour ; 
but  an  insurance  Company  has  no  such 
monopoly.  It  is  open  to  any  one  to  come  in 
to  compete.  It  is  simply  wisdom  gained 
by  experience  that  dictates  to  those  who  are 
in  the  business  how  to  conduct  it  on  safe 
lines  to  the  advantage  of  the  community. 

33.  By  tariff. 

34.  Some  by  open  competition,  and  some  by  agree- 

ments. 

35.  Mostly    by    agreement    with   other    Companies, 

b:ised   on   united   experience. 

36.  Tariff      associations      where      this      Company 

operates. 

37.  In  Western  Australia,  there  is  no  tariff  between 

Companies.  In  the  other  States  minimum 
rates  are  determined  by  agreements  among 
the  companies — but  every  Company  can,  if 
the  risk  be  not  sufficiently  rated  by  such 
agreements,  charge  any  necessary  increase. 

38.  By  tariff,  except  in  Western  Australia. 

39.  Partly     by     open     competition,     but     in     the 

majority  of  States  the  rates  are  fixed  accord- 
ing to  a  schedule  of  merits  and  defect^ 
agreed  on  by  all  Companies. 

40.  Partly  by  tariff,   and  partly  by  open  competi- 

tion. 

41.  Partly  by   competition,    but  certain  basis   rates 

have  been  fixed  by  the  association,  based  on 
scientific  principles. 

42.  Fire  risks  by  The  Victoria  Insurance  Company 

Limited. 

43.  Minimum  rates  are  fixed  in  New  South  Wales 

by  agreement  amongst  various  Companies. 


Question  21. 
What  is  the  minimum  rate  of  premium  in  each  class 
of  risk  chargeable  by  your  Company  at  the 
present  time  in  the  Commonwealth  in  respect 
of— 

(i.)  Urban  properties; 
(ii.)  Rural  properties? 

Replies. 

1.  (i.)  2s.  and  upwards, 
(ii.)  2S.  6d.  and  upwards. 

2.  (i.)  Say  from  2s.  6d.  per  cent, 
(ii.)  Say  fron.  5  per  cent. 

3.  (i.)  2s.   per  cent,    (less   10  per  cent.)  upwards, 
(ii.)  4s.   per  cent,   (less   10  per  cent.)  upwards. 

4.  Risks   are  divided   into  four  main  classes   ac- 

cording to  occupation,  and  the  minimum  rates 
are  as  shown  on  memorandum  attached 
hereto. 

5.  (i.)  IS.  6d.  per  cent, 
(ii.)  4s.  per  cent. 

6.  (i.)  2s.   per  cent,   (less  bonus  of  10  per  cent.) 

brick. 
6s.  per  cent,   (less  bonus  of  10  per  cent.) 
wood. 
(ii.)  4s.  per  cent,   (less  bonus  of  10  per  cent.) 
brick. 
los.  per  cent,   (less  bonus  of  10  per  cent.) 
wood.  ' 


7.  (i.)  Dwellings,  2S.  per  cent. 
Stores,  4s.  per  cent. 
Retail  shops,  5s.  per  cent. 
Hazardous,  7s.  6d.  per  cent, 
(ii.)  Dwellings,  5s.  per  cent. 
Stores,   7s.  per  cent. 
Retail  shops,  9s.  per  cent. 
Hazardous,  iis.  6d.  per  cent, 
less  10  per  cent,   bonus  to  the  insured  in 
both  (i.)  and  (ii.). 


8.  (i.)  Ordinary    ... 

Hazardous 
Extra  hazardous 
(ii.)  Ordinary    ... 
Hazardous 
Extra  hazardous 

Not  including  AVestern  Au 
mately,  half  rates. 

Ikick. — Minimum,  2s.  6d.,  le.ss  lo  per  cent. 

Wood. — All  rates  subject  to  deduction  of  2s.  6d. 
for  all  lath  and  plaster,  and  is.  for  partly 
lath  and  plaster,  and  is.  earth  floor  and 
10  per  cent.,  but  minimum  not  less  than 
6s.  per  cent. 

9.  (i.)  2s.  per  cent.,  4s.  per  cent.,  5s.  per  cent., 

7s.    6d.  per  cent.,  less  10  per  cent,  dis- 
count to  assured, 
(ii.)  2s.   6d.   per  cent.,   6s.  per    cent.,   7s.    per 
cent.,    IDS.   per  cent.,   less   10  per  cent, 
discount  to  assured. 
10.   (i.) 


Brick. 
S.    d. 

Wood. 
s.  d. 

20.. 

■       7     6 

5     0     •• 
7     6     .. 

14     0 
20     0 

5     0     ■■ 

90.. 

II     6     .. 

14     0 

22     6 

.     29     0 

ia ;  there. 

approxi- 

itri 

ck. 

Wood. 

Buildings 

Buildings. 

Contents. 

and 

Contents. 

Non  -  hazardous 

2 

0 

2 

6 

..     7     6 

Medium    hazard 

4 

0 

.     6 

0 

..   II     0 

Hazardous 

5 

0 

■     7 

0 

..   12     6 

Extra  hazardous 

7 

6       . 

..   10 

0 

..   17     6 

(ii.) 

Non  -  hazardous 

3 

6     . 

■•      4 

0 

..   10     6 

Medium    hazard 

6 

6     . 

..     8 

6 

...   16     0 

Hazardous 

7 

6     . 

•      9 

6 

..   20     0 

Extra  hazardous 

II 

0     . 

••    13 

6 

...   25     0 

A. 
O 
O 


7 
II 


6 
6 


13- 
14. 

IS- 


All  less  10  per  cent,  discount  to  insured. 

(i.)  Dwellings,  etc.,   is.  per  cent.  ;  trade  risks, 

2s.  6d.  per  cent, 
(ii.)  Dwellings,   etc.,    is.   6d.   per  cent. ;  trade 

risks,  5s.  per  cent. 

s.      d.  s.      d. 

(i.)  2     o     ...     4     o     ... 

(ii.)  4     o     ...     7     o     ... 

Less  10  per  cent,  discount  to  the  assured. 

As  per  tariff. 

Vary  in  different  States. 

(i.)  Dwellings,  etc.,  2s.  per  cent. 

Stores,  4s.  per  cent. 

Retail  shops,  55.  per  cent. 

Hazardous,  7s.  6d.  per  cent. 
(ii.)  Dwellings,  etc.,  5s.  per  cent. 

Stores,  7s.  per  cent. 

Retail  shops,  9s.  per  cent. 

Hazardous,  iis.  6d.  per  cent, 
less  10  per  cent,  bonus  to  the  insured. 

These  are  the  minimum 
rates  p. a.,  and  are  subject 
to  a  discount  of  10  per 
cent.  But  minimum  rates 
vary  accxjrding  to  the  cir- 
cumstances of  each  case. 


16.   (i.)  2S.  per  cent., 
(ii.)  4s.  per  cent. 
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17.  (i.) 

Owellinjrs. 


Per  cent. 
9.    d, 
z     6 


Bulk  Stores  and 
the  like. 


Per  cent, 
s,    d. 
4     o 


Retail  Shops  and 

Non-hazardouti 

Factories. 

Per  cent. 
«.    rf. 
50 


Hazardous 
KiskB. 

Per  cent. 
9.    rf. 
7     6 


(ii.) 
50  ..  70  •••  9     °  *••        '^      ^ 

These  rates,  which  are  subject  to  a  discount  of 
10  per  cent.,  apply  to  Victoria  only. 

18.  The  rates  in  various  States  vary,  the  average 
minimum  basis  rates  on  various  classes  of 
risks  as  follows  : — 


Du- 

triots. 

A. 

B. 

C. 

D. 

£. 

Bisks. 

III 

1 
pa 

111 

i 

a 

111 

111 

i 
& 

0  -* 
o"^  5 

W     .. 
X      .. 
Y      .. 
Z      .. 

«.  (i. 
2    0 
4    0 

6  0 

7  6 

s.   d. 

7  6 
U  0 
12  6 
17    6 

«.   d. 

2  e 
6   0 

6    0 
9    0 

«.    (I. 

8  6 
12  6 
16  0 
20    0 

».    d. 
3    0 
5     6 
7     0 
10    0 

8.    rf. 
9    6 

16  0 

17  6 
22    6 

«.  d. 
3    6 

6  6 

7  6 
11    0 

s,   rf. 
10    6 
16    0 
20    0 
26    0 

«.  rf. 
4  0 
7  0 

8    0 
11    6 

«.  rf. 

12  6 
17  6 
22  6 
27    6 

All  less  10  per  cent. 

A.  B,  C,  D,  E  represent  localities  : — 

A — Cities  with  good  fire  brigades  and  water 

supply. 
B — Towns  in  Country  with  good  fire  brigades 

and  water  supply. 
C — Towns  in  Country  with  fair  fire  brigade 

and  water  supply. 
D — Towns  in  Country  with  fair  fire  brigade, 

but  medium  water  supply. 
E — Country  districts. 

W,  X,  Y,  Z  represent  classes  of  risks — 

W — Domiciliary . 

X — Non-hazardous  bulk  stores,  brick  hotels, 
halls  and  such  like. 

Y — Commercial  risks,  shops,  stores,  non- 
hazardous  factories. 

Z — Hazardous  risks. 


19.   Urban — 


Brick. 

Buildings.  Contents. 


Non  -  hazardous 
Medium    hazard 
Hazardous 
Extra  hazardous 

Rural — 
Non  -  hazardous 
Medium    hazard 
Hazardous 


n.    td. 
2      O 


O 
O 

6 

6 
6 

6 

o 


2 
6 

7 
10 

5 

8 

10 

13 


rf. 
6 
o 
o 
o 


Wood. 
Buildings 

and 
Contents. 
«.      rf. 


7 
12 

14 
20 

II 
16 

17 
24 


6 

6 
o 

o 

o 
o 
6 
o 


Extra  hazardous  11 
All  less  10  per  cent,  discount  to  insured. 

20.  (i.)  2s.  per  cent.,  less  10  per  cent, 
(ii.)  4s.  per  cent.,  less  10  per  cent. 

21.  Information  should  be  obtained  from  the  secre- 

tary of  the  Fire    Underwriters'   Association 
of  Tasmania,  Hobart. 

22.  Varies  according  to  classification  and  districts. 

Details  too  numerous  to  mention. 

23.  (i.)  Say  IS.  per  cent,  per  annum  for  dwellings, 
(ii.)  Say  is.  9d.  per  cent,  per  annum  for  dwel- 
lings ; 

but  in  some  of  the  States,  the  minimum  rates 
are  usually,  say,  2s.  6d.  per  cent,  for 
city  properties,  and  5s.  per  cent,  for 
country  properties. 


24.  (i.)  2s.,  4s.,  5s.,  and  7s.  6d.  per  cent,  respec- 

tively,  less  10  per  cent,   discount, 
(ii.)  4s.,    7s.,    8s.,    and    iis.    6d.    per  cent,    re- 
spectively,  less   10  per  cent,   discount. 

25.  (i.)  2s.  per  cent.,  4s.   pef  cent.,   5s.  per  cent., 

7s.  6d.  per  cent. 
(ii.)  3s.    per   cent.,  5s.  6d.    per  cent.,    7s.    per 

cent.,   I  OS.  per  cent. 
Rates  being  partly  adjusted  upon  basis  of  water 

supply  and  fire  brigade  protection  in  the 

various  places. 

26.  (i.> 


Dwelling's 

and  suchlike 

Kiskfi. 

a.     d. 

2       6 

(ii.) 

5     o 


Bulk  Stores  and 

Risks  of  a 
Similar  Nature, 
*'.    rf. 
..40 


Retail  Shops  and 
Non -hazardous 

Factories. 
f.    rf. 

5     o 


Kitks  of  the  More 

Hazardous 

Class. 

8.       rf. 

7     6 


Wood, 

Brick. 

s.  d. 

i.  d. 

7     6 

2      0 

II     0 

4     0 

12     6 

S     0 

17     6 

7     6 

in  all 

cases. 

Wood. 

Brick. 

s.  d. 

s.    d. 

12     6 

4     0 

17     6 

... 

7     0 

22     6 

8     0 

27     6 

II     6 

in  all 

cases. 

70  ...  90  ...  >I     o 

All  the  above  rates  are  subject  to  a  10  per  cent, 
cash  discount. 


27.  (i.)  Dwellings 

Wholesale  risks 
Manufacturing  and  re- 
tail   risks    generally 
Extra   hazardous   risks 
Less  10  per  cent. 


(ii.)  Dwellings 

Wholesale  risks 
Manufacturing  and  re- 
tail risks 
Extra   hazardous   risks 
Less  10  per  cent. 

28.  (i.)  2s.,  4s.,  5s.,  7s.  6d.,  less  10  per  cent,  dis- 

count to  the  insured, 
(ii.)  4s.,  7s.,  8s.,  IIS.  6d.,  less  10  per  cent,  dis- 
count to  the  insured. 

29.  (i.)  Brick,   2S.  6d.  per  cent. 

Wood,  6s.  per  cent, 
(ii.)  Brick,  5s.  per  cent. 
Wood,  14s.  per  cent. 

30.  (i.)  IS.  per  cent, 
(ii.)  IS.  9d.  per  cent. 

31.  (i.)  IS.   lod.  nett,  brick;  5s.  5d.  nett,  wood, 
(ii.)  3s.  7d.  nett,  brick;  9s.  nett,  wood. 

32.  (i.)  2s.  3d. 
(ii.)  2s.  8jd. 

33-   (i)  3s.  brick,  8s.  wooden, 
(ii.)  5s.   brick,    13s.   wooden. 


34.  (i.)  Ordciary     ... 
Hazardous  ... 
Extra  hazardous 
(ii.)  Ordinary     ... 
Hazardous  ... 
Extra  hazardous 
Not  including  West  Australia ;   there,   approxi- 
mately, half  rates. 
Brick — Minimum  2S.  6d.,  less  10  per  cent. 
Wood — All  rates  subject  to  deduction  of  2s.  6d. 
for  all  lath  and  plaster,   and  is.   partly 
lath  and  plaster,  and  is.  earth  floors,  and 
10  per  cent,  ;  but  minimum  not  less  than 
6s.  per  cent. 


Brick. 

Wood. 

S.    d. 

S.    d. 

2       0 

■       7     6 

5    0     • 

14     0 

7     6     . 

20     0 

5     0     • 

14     0 

9     0     • 

22     6 

I     6     . 

29     0 

35-  (i.) 


(ii.) 


Business  Premises. 
Massive.                  Wood. 

s.   d.                S.   d. 

46.. 

12      0 

80.. 

30      0 

Dwelling:*. 
MaMdve.  Wood. 


s.  d.  ■ 

s.  d. 

2       0       . 

■       7     6 

S    •     ■ 

.     13     0 
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36.  These  vary  in  different  districts,  and  are  lowest 

where  there  is  a  plentiful  water  supply  and 
efficient  fire  brigade.  Rates  are  regulated 
according  to  the  character  of  the  building 
and  nature  of  occupation. 

37.  (i.)  We  are  only  agents  for  New  South  Wales, 

for  which  State  we  reply  as  follows : — 
2s.  per  cent.,  4s.  per  cent.,  *5s.  per  cent., 

*7s.  6d.  per  cent.,  less  10  per  cent,  brick. 
*7S.  6d.  per  cent.,  *iis.  per  cent.,  *i2s.  6d. 

per  cent.,  *i7s.  6d.  per  cent.,  less  10  per 

cent.  wood, 
(ii.)  *4s.  percent.,  *7s.  perfcent.,  *8s.  percent., 

*tis.   6d.   per    cent.,   less   10    per    cent. 

brick. 
*ios.   6d.   per  cent.,   *i7s.    6d.   per  cent., 

*22s.  6d.  per  cent.,  '27s.  6d.  per  cent., 

less  10  per  cent.  wood. 
Those  marked  *  are  subject  to  deductions  for 

special  fire  resisting  construction,  and  for 

special  fire  appliances,  varying  from  6  per 

cent,  to  40  per  cent. 

38.  (i.)  2s.  per  cent.,  less  10  per  cent,  cash  bonus, 
(ii.)  4s.  per  cent.,  less  10  per  cent,  cash  bonus. 


Dwellings, 


Trade 
Risks,  Ncn- 
Hazardous. 


Ottier  Trade  Extra 

Kisks.  Hazardous 


s.  d.  s.  d.  s.  d.  s.  d. 

39-  (i)  2     o     ...     4     o     ...     5     o     ...     7     6 

(ii.)         4     o     ...     7     o     ...     8     o     ...   II     6 
This   applies  to   States   where  there  are  agree- 
ments as    indicated    in    reply  to  question 
No.  20. 

40.  Entirely   depends  on  construction,    occupation, 

and  situation  of  the  risks.  For  first  class  pro- 
perties, City,  IS.  to  7s.  ;  and  Country,  2s.  to 
los.      Manufacturing  and  wood  risks  higher. 

41.  (i.)  The  minimum  rate  for  the  minimum  risk  is 

2s.  6d.  per  cent,  less  10  per  cent, 
(ii.)  The  minimum  rate  for  the  minimum  risk  is 
Ss.  per  cent,  less  10  per  cent. 
43.   (i.)  IS.   9.6d. 
(ii.)  3S.  7.4d. 


Question  22. 

What  rate  or  rates  of  commission  are  allowed  by 
your  Company  in  respect  of  Fire  Insurance 
premiums  collected? 

Replies. 

1.  5,   10,  and  15  per  cent.,  according  to  location 

of  risk. 

2.  Brokers,  10  per  cent.  ;  agents,  15  per  cent.,  20 

per  cent.,  25  per  cent. 

3.  5  per  cent,   to  20  per  cent.      The  usual  sub- 

agent's  commission  is  15  per  cent. 

4.  Rates  vary  from  5  per  cent,  to  (in  the  case  of 

special  agents)  25  per  cent.,  according  to  the 
work  and  duties  undertaken. 

5.  From  5  per  cent,  up  to  25  per  cent. 

6.  5  per  cent.,  10  per  cent.,  15  per  cent.,  and  20 

per  cent. 

7.  Solicitors,  &c.,  5  per  cent. 

Brokers  and  estate  agents,  10  per  cent. 

Agents,  15  per  cent. 

Agents,  agricultural  risks,  20  per  cent. 

8.  5  per  cent,  to  25  per  cent. 

9.  5  per  cent,  to  15  per  cent.,  and  in  three  special 

cases,  up  to  20  per  cent. 

10.  5  to  15  per  cent,  on  ordinary  risks.      20  per 

cent,  on  growing  crop  and  hay  stack  risks. 

11.  5  to  20  per  cent. 

12.  Ordinary  rate  from  10  per  cent,  to  15  per  cent. 

13.  5,  10,  15,  and  20  per  cent. 


14.  Launceston  agents,  10  per  cent. 

Sub-agent    in'    Tasmania,    12 J    per    cent,    and 

15  per  cent. 
Melbourne  and  Sydney  chief  agents  : — 
(i.)  5  per  cent, 
(ii.)  An  allowance, 
(iii.)  20  per  cent,  on  profits  for  year. 

15.  Solicitors,  &c.,  5  per  cent. 

Brokers  and  estate  agents,  10  per  cent. 

Agents,  15  per  cent. 

Agents,  agricultural  risks,  20  per  cent. 

16.  Presumably,  what  is  meant  is  the  rates  of  com- 

mission to  ordinary  agents  for  collection  of 
ordinary  premiums,  in  which  case  the  usual 
rate  is  15  per  cent. 

17.  5  per  cent.,  to  per  cent.,  15  per  cent.,  and  in 

some  special  cases,  20  per  cent. 

18.  From  5  per  cent,  to  20  per  cent.,  according  to 

class  of  business  and  district. 

19.  15  per  cent.     20  per  cent,  on  haystack  business. 

20.  From  5  per  cent,  to  20  per  cent. 

21.  From  5  per  cent,  to  15  per  cent. 

22.  15  per  cent,  on  business  coming  through  agents. 

Have  a  permanent  staff  and  offices. 

23.  Varying  in  different  localities,   but  usually    15 

per  cent,  in  the  Commonwealth. 

24.  Various  rates — ranging  from   5    per    cent,   up- 

wards, the  prevailing  rates  being  10  per  cent, 
and   15  per  cent. 

25.  5  per  cent.,  10  per  cent.,  and  15  per  cent. 

26.  The  rates  of  commission  paid  are  5  per  cent., 

10  per  cent.,  15  per  cent.,  and  in  some 
special  instances,  20  per  cent. 

27.  From  5  per  cent,  up  to  20  per  cent.,  according 

to  the  class  of  risk. 

28.  From  10  per  cent,  to  15  per  cent. 

29.  5  per  cent,  to  25  per  cent.,  according  to  work 

done. 

30.  5  per  cent,  to  30  per  cent. 

31.  5  per  cent,   or  10  per  cent.,  or  15  or  20  per 

cent.,  according  to  class  of  business. 

32.  5  per  cent,  to  15  per  cent.    On  agricultural  pro- 

duce, 20  per  cent. 

33.  10  per  cent,  to  25  per  cent. 
34-  5  per  cent,  to  25  per  cent. 

35.  From  10  per  cent,  to  15  per  cent. 

36.  From  5  per  cent,  to  20  per  cent. 

37.  5  per  cent,  to  certain  persons  and  institutions. 
10  per  cent,  to  fire  brokers. 

15  per  cent,  to  sub-agents  for  general  business. 
20  per  cent,  to  sub-agents  for  special  business 
such  as  haystacks,  &c. 

38.  They  vary  from  5  per  cent,  to  15  per  cent,  and 

20  per  cent,  on  certain  agricultural  risks. 

39.  5  per  cent.,   10  per  cent.,   15  per  cent.,  20  per 

cent.,  and  in  one  or  two  cases  of  special 
agents,  25  per  cent.  The  usual  commissions 
are  10  per  cent,  and  15  per  cent. 

40.  From  10  per  cent,  to  20  per  cent.,  according  to 

the  nature  of  the  agency  and  interest  insured. 

41.  Up  to  20  per  cent. 

42.  Up  to  20  per  cent. 

43.  From  5  per  cent,  to  20  per  cent. 


Question  23. 
What  period  of  grace  is  allowed  by  your  Company 
for  the  payment  of  renewal  premiums? 

Replies. 

1.  No  days  of  grace  allowed,  but  we  give  fourteen 

days'    notice   to   all    policyholders   and   any 
days  of  grace  that  may  be  asked  for. 

2.  None. 

3.  None. 
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9^ 

10. 


II. 

12. 

14- 
15- 
i6, 

17- 
j8. 
19. 
20. 
21. 
22. 

23- 
24. 

as- 
26. 
27. 
28. 
29. 

30- 

31- 


32. 
33- 
34- 

35- 
36- 
37- 


38- 
39- 

40. 

41. 
42. 

43- 


None,  but  cover  may  be  obtained  for  any  rea- 
sonable period,  and  if  we  have  reason  to 
think  the  insured  has  overlooked  the  expiry 
we  often  voluntarily  give  cover  pending  in- 
quiry. 

None. 

Up  to  i2th  May,  1906,  fifteen  days'  grace  was 
allowed  ;  since  that  date  none,  but  a  cover 
for  fifteen  days  from  due  date  is  printed  on 
our  notices  of  expiry. 

None. 

No  grace,  but  cover  granted  when  Company 
willing  to  continue  risk. 

None. 

Cover  pending  renewal  is  granted  as  desired, 
but  no  days  of  grace  otherwise  generally 
allowed. 

None. 

None. 

No  definite  period. 

In  some  instances  fifteen  days. 

None. 

None. 

None. 

None,  unless  asked  for,  thfu  up  to  one  month. 

None. 

None,  unless  asked  for. 

Not  any,  unless  specifically  arranged. 

None. 

Broadly,  we  do  not  allow  any  days  of  grace. 
There  may  be  some  few  special  exceptions. 

Renewal  premiums  should  be  paid  vi'hen  due. 
There  are  no  recognised  days  of  grace. 

None,  unless  application  is  made. 

None. 

None. 

None. 

Any  reasonable  period  on  application,  but  as  a 
rule  renewal  premiums  are  paid  promptly. 

None. 

None  generally,  with  the  exception  of  brokers 
who  are  allowed  to  the  loth  of  the  following 
month. 

None. 

None. 

No  grace,  but  cover  granted  when  Company 
willing  to  continue  risk. 

None,  except  by  agreement. 

Days  of  grace  are  not  allowed. 

No  period  of  grace  is  allowed  in  Australia. 
We  do  not  know  what  the  Company  does 
elsewhere,  but  will  ascertain  from  head  oflSce 
if  the  Commissioners  so  desire. 

Fourteen  days. 

None. 

None,  unless  under  special  arrangement. 

None. 

None. 

Varies  according  to  arrangement. 


Question  24. 

What  is  the  practice  of  your  Company  with  refer- 
ence to  the  right  of  renewal? 

Replies. 

1.  Entirely  in  the  hands  of    the  assured   if    the 

Company  is  content  to  continue  the  risk. 

2.  We   reserve   the   right   to    decline   to   renew    a 

policy  when  it  has  expired  if  in  our  opinion 
the  risk  has  lx;come  inferior.  Our  general 
practice  is  to  renew  all  policies  as  thev  ma- 
ture. 


3.  The  practice  is  to  renew  policies  as  they  fall 

due  every  year,  unless  circumstances  come 
to  our  knowledge  which  make  the  risk  un- 
desirable. 

4.  There  is  no  right  of  renewal. 

5.  The  holder  of  a  fire  policy  has  no  right  of  re- 

newal . 

6.  The  Company  has  the  right  to  refuse  renewal, 

and  the  assured  also  has  the  right  of  cancel- 
ment. 

7.  The  Company  exercises  its  own  discretion  ac- 

cording to  the  merits  of  each  case. 

8.  Optional. 

9.  Optional  with  Company  and  assured. 

:o.  The  issue  of  a  policy  carries  no  right  of  re- 
newal. All  insurances  are  renewed  by 
mutual  consent. 

II.  Company  reserves  to  itself  the  right  of  re- 
newal. 

J 2.  Our  contracts  as  a  rule  are  for  twelve  months, 
and  no  special  provision  is  made  as  to  right 
of  renewal. 

13.  If  we  do  not  wish  to  renew  a  risk,   we  state 

such  on  our  expiry  notice. 

14.  It  is  quite  optional  for  the  Company  to  renew  ; 

if  it  does  not  intend  to  do  so,  notice  to  that 
effect  is  given  to  the  assured. 

15.  Tiie  Company  exercises  its  own  discretion  ac- 

cording to  the  merits  of  each  case. 
■6.   The  portion  of  the  policy  relating  to  the  pay- 
ment of  the  renewal  premium  says,  "  and  for 

KO  long  afterwards  as  the  said  assured 

shall  pay.... the  sums  re 

quired  for  the  renewal  of  this  policy,  and 
the  directors  of  the  said  Company  shall 
agree  thereto  by  accepting  the  same." 

The  contract  may  be  terminated  at  any  time 
at  the  request  of  the  insured,  or  at  the  option 
of  the  Company,  on  notice  being  given  to 
that  effect. 

From  the  above  it  will  be  seen  that  there  is  no 
right  of  renewal. 

17.  There  is  no  right  of  renewal.       It  is  optional 

with  the  insured  as  well  as  with  the  Com-  , 
pany. 

18.  The  policy  being  an  annual  contract  it  can  be 

renewed  so  long  as  the  insured  shall  pay  to 
the  Company,  and  they  shall  accept  the  sum 
required  for  the  renewal  of  the  policy. 

19.  Fire  Insurance  is  an  annual  contract  terminable 

at  pleasure  of  either  party. 

20.  A  renewal  is  never  refused  unless  under  special 

circumstances. 

21.  Does  not  bind  itself  to  renew  any  policy. 

22.  Company  retains  the  right. 

23.  There  is  no  right  of  renewal  in  fire  policies. 

24.  There  are  no  rights  of  renewal  on  either  side. 

The  Fire  Insurance  contract  is  made  for  a 
definite  period,  and  although  provision  js 
made  in  event  of  renewal  being  mutually 
desired,  neither  party  has  any  right  of  re- 
newal. 
.^5.  Renewal  right  unchallenged  except  at  notice  or 
for  special  rea.sons  in  exceptional  ca.ses. 

26.  In  Fire  Insurance  there  is  no  right  of  renewal, 

it  l)eing  option.'il  with  tlie  assured  and  the 
society. 

27.  The  policy  is  an  annual  contract  only,   renew- 

able by  agieement  of  both  parties. 

28.  Our  contracts  are  usually  for  one  year,  and  no 

special  provision  is  made  as  to  right  of  re- 
newal. 
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ig.  All  policies  are  renewable,  unless  formerly  de- 
clined, but  the  contract  is  generally  a  yearly 
one. 

30.  All    contracts   for    a    fixed    term,    without   any 

rights  of  renewal  on  either  side. 

31.  We  reserve  entire  right. 

32.  There  is  no  such  thing   as  right  of   renewal. 

The  contract  is  for  a  definite  period. 

33.  No  rights  on  either  side. 

34.  Optional. 

35.  We  are  under  no  obligation  to  renew  any  policy 

unless  by  agreement. 
Our  practice,  however,  is  to  renew  all  policies 
for  what  we  consider  good  risks. 

36.  Clients  are  advised  by  notice  of  the  expiry  date 

of  their  insurances. 

37.  Fire  Insurance  policies  are  contracts  for  speci- 

fied periods,  and  do  not  give  any  absolute 
right  of  renewal  to  the  insured,  nor  can  the 
insured  be  forced  to  renew  by  the  Company. 
The  insured  possesses  the  right  of  renewal 
conditionally  on  the  acceptance  by  the  Com- 
pany of  the  premium  for  an  extended  period, 
and  he,  of  course,  always  possesses  the  right 
of  non-renewal. 

38.  Optional  either  side. 

39.  It  is  optional  oij,  the   Company   to  renew   the 

policy  or  not,  just  as  it  is  optional  with  the 
insured  to  drop  it  if  he  wishes. 

40.  Being   an   annual    contract,    the    Company   has 

the  right  to  decline  to  renew. 

41.  No   rights    exist;    the   contract   is   only    for   a 

period. 
4- 2.   No  rights  exist. 
43.  Optional  with  either  party  at  expiry  of  term. 


IS- 


16. 


Question  25. 
Would  it,  in  your  opinion,  be  practicable  to  tabulate 
the  combined  experience  of  Fire  Insurance 
Companies  in  a  manner  similar  to  that  in 
which  the  experience  of  Life  Assurance  Com- 
panies is  tabulated? 

Replies. 

1.  No,  profit  or  loss  in  fire  business  comes  out  by 

the  judgment  of  the  fire  underwriters.  One 
fire  underwriter  can  make  profit  in  certain 
trades ;  others  make  losses,  although  charg- 
ing the  same  rates. 

2.  No.      As  fire  risks  vary  so  very  much. 

3.  No.     Death  is  certain,  fires  are  uncertain. 

4.  No,  the  two  classes  of  insurance  being  so  widely 

different.  A  conflagration  might  change  the 
entire  outlook  which  the  statistics  for  a  large 
number  of  years  appeared  to  Avarrant. 

5.  I  think  this  is  practically  impossible. 

6.  No. 

7.  Yf-s,  but  owing  to  varying  circumstances  I  do 

not  think  that  standard  rates  could  be  per- 
manently fixed. 

8.  No. 

9.  I   do  not  think  it  practicable  to  tabulate    the 

experience  as  a  reliable  basis  for  computing 

standard  rates  of  premium. 
Not  in  similar  manner  to  life  companies,   the 

two  classes  of  insurance  not  being  analogous. 
Yes. 

Cannot  say. 
Probably  it  might,   but   I   have  no  exjierience 

of  how  life  offices  tabulate. 
I  should  think  so.      Have  no  opinion    in    the 

matter. 


10. 

II. 
12. 

13- 
14. 


17- 
18. 


19. 
20. 
21. 


23' 

24. 

25' 


26 


27. 
28 
29 

30 
31 


33- 

34- 
35- 
36- 


Yes,  but  owing  to  varying  circumstances  I  do 
not  think  that  standard  rates  could  be  per- 
manently fixed. 

It  woukl  be  possible  to  tabulate  the  experience 
of  companies,  and  classify  data  in  the  man- 
ner suggested,  assuming  that  all  companies 
adopted  identical  methods  of  classification. 
lUit  the  result  would  not  necessarily  furnish 
a  reliable  basis  for  the  computation  of 
standard  rates  of  premium. 

The  combined  experience  of  life  assurance  com- 
panies is  practically  constant,  whereas  the 
experience  of  fire  compames  varies  from  time 
to  time,  according  to  the  results  of  the  busi- 
ness on  particular  classes  of  risk,  and  in 
particular  towns  and  localities  in  varying 
series  of  years. 

We  do  not  think  so. 

No.  Fire  business  is  so  entirely  different  to 
life,  the  former  is  uncertain,  and  it  is  im- 
possible to  fix  any  scale  of  losses  in  any 
particular  class  of  business,  whereas  life 
insurance  is  conducted  on  certain  well- 
defined  lines  after  many  years  of  experience, 
and  based  on  actual  statistics. 

Fire  loss  is  an  uncertainty. 

Death  is  a  certainty. 

No. 

No. 

I  should  think  so,  expense  of  extra  clerical 
assistance  would  have  to  be  taken  into  con- 
sideration. 

Not  practicable.  Not  analogous.  Longevity 
is  ascertainable. 

I  do  not  claim  to  know  about  the  experience 
of  life  companies ;    but  I  suppose  so. 

I  think  not. 

Combined  whole  world  experience  British  offices 
— revenue,  losses,  expenses,  and  so  on,  pub- 
lished by  London  financial  newspapers  from 
time  to  time. 

No  doubt  it  would  be  possible  to  classify  the 
data  in  a  somewhat  similar  manner  to  life 
companies,  but  it  does  not  necessarily  fol- 
low that  as  a  result  of  such,  standard  rates 
of  premium  could  be  permanently  fixed. 
Rates  are  fixed  as  a  result  of  the  combined 
experience  of  companies  over  a  series  of 
years,  and  which  may  vary  considerably 
from  time  to  time,  both  as  regards  locality 
and  the  nature  of  the  risk. 

Yes. 

Do  not  think  it  practicable. 

Yes,  but  a  great  deal  more  detail  would  be  re- 
quired. 

No. 

No,  absolutely  impossible.  The  conditions 
change  too  rapidly,  and  no  two  risks  can  be 
tabulated  as  absolutely  identical ;  and  ap- 
preciation of  the  relative  values  is  the  result 
of  daily  experience,  and  every  year  sees  new 
features  in  different  classes  of  risks. 

It  would  not  be  jiracticable.  Life  insurance 
tables  are  based  upon  actual  facts,  and  the 
application  of  the  knowledge  acquired  from 
these  facts  appears  very  crude  as  compared 
with  the  very  complicated  subdivision  of  the 
elements  of  risk,  which  is  now  adopted  in 
the  fire  insurance  business  for  determining 
the  actual  degree  of  risk  applicable  in  every 
case. 

Cannot  say.  Have  no  experience  in  life  as- 
surance business. 

No. 

No. 

Not  practicable. 
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37-  It  would  be  practicable  to  tabulate  the  com: 
bined  experience  of  Fire  Insurance  Companies, 
but  the  comparison  with  Life  Companies  can 
hardly  be  applied.  In  fire  insurance  there 
are  so  many  and  such  varied  conditions,  in- 
cluding the  moral  hazard  and  conflagration 
hazard  that  it  is  questionable  whether  the 
application  of  a  combined  experience  would 
not  result  in  an  increased  rate  of  premiums 
being  charged  for  risks  in  Australia.  The 
business  is  now  conducted  on  a  world-wide 
basis  and  experience,  with  considerable  ad- 
vantage to  the  public.  If  this  system  be  dis- 
turbed, and  the  business  transacted  on  purely 
local  experience,  the  factor  of  "  restricted 
field "  would  operate  to  increase  the  cost 
of  insurance  to  the  public  in  the  Common- 
wealth. 

38.  No. 

39.  I  do  not  know  how  life  assurance  experience  is 

tabulated,  so  cannot  say. 

40.  No.      It  would  be  impracticable  to  frame  any 

reliable   data     which   would    apply    to    the 
various  classes  of  risks. 

41.  Possibly  it  could  be  done,  but  it  would  entail 

a   large   amount  of   work,    and   be  of  little 
use,  as  it  would  require  constant  revision. 

42.  It  would  be  difficult,  and  of  no  use. 

43.  No. 


Question   26. 

Would  it  be  possible  to  classify  the  data  according 
to — 
(i)  Locality;    and 

(ii)  Nature  of  risk,  so  as  to  furnish  a  reliable 
basis  for  the  computation  of  standard 
rates  of  premium? 

Reflies. 

1.  No,  it  would  take  years  to  compile,  and  then 

would  not  be  reliable  unless  you  had  50  years 
data,  as  the  hazard  of  a  town  increases  or 
otherwise  yearly,  it  would  be  most  difficult 
as  rates  are  constantly  varying. 

2.  We  do  not  think  so,  as  localities  and  risks  are 

so  different. 

3.  I  do  not  think  so. 

4.  Not  to  furnish  any  reliable  basis.      So  many 

considerations  enter  into  the  computation  of  a 
rate,  and  through  contiguity  and  propinquity 
of  buildings  it  would  be  frequently  difficult 
to  allot  losses  to  which  class  they  prop'srly 
should  be  charged.  Any  rates  which  might 
appear  to  be  warranted  could  not  be  'ooked 
upon  as  standard,  ^r  results  vary  materially 
from  year  to  year,  and  the  anticipations  ap- 
parently warranted  by  long  periods  ff  ob- 
servation would  be  liable  to  be  overthrown 
at  any  moment  by  a  serious  conflagration. 

5.  I  think  not. 

6.  No. 

7.  See  reply  to  question  No.   25. 

8.  No. 

9.  See  reply  to  question  No.  25. 

10.  Owing  to  the  varying  conditions  of  the  busi- 

ness it  would  not  be  practicable. 

11.  Yes. 

12.  Not  possible. 

13.  Yes. 

14.  I  should  think  so. 

15.  See  reply  to  question  No.  25. 

16.  See  repl^  to  question  No.  25. 


17.  It  would  be  possible  to  classify  the  data,  but 

we  do  not  think  it  possible  to  fix  standard 
rates  for  fire  insurance,  as  the  experience 
of  the  different  classes  varies  from  time  to 
time. 

18.  It  would  be  possible  to  arrive  at  sufficient  data 

if  the  experience  of  insurance  managers 
could  be  tabulated  over  a  large  number  of 
years,  but  then  where  one  company  will  make 
a  profit  on  its  business  another  will  show  a 
loss.  After  all,  it  is  a  question  of  under- 
writing and  experience.  Rates  are  based  on 
such  experience. 

19.  We  are  of  opinion  that  the  'ack  of  uniformity 

in,  and  in  many  cases  the  absence  of,  sta- 
tistics would  be  an  insuperable  difficulty. 
It  would  also  be  found  exceedingly  difficult 
to  ascertain  the  basis  for  a  "  standard  "  rate 
applicable  to  a  class  or  classes  of  risks 
destroyed  in  consequence  of  a  conflagration. 
Should  the  total  cost  of  a  conflagration  be 
charged  against  a  class  of  risk  in  which  the 
fire  started?  If  so,  the  resultant  rate  would 
be  over  100  per  cent.,  and  such  risks  would 
consequently  be  uninsurable  This  is  but 
one  of  numerous,  practical  and  real  diffi- 
culties. 

20.  I  think  not. 

21.  Yes. 

22.  Approximate  basis  for  one  company.      The  ex- 

perience of  companies  varies,  and  to  some 
extent  their  methods,  so  that  a  reliable  basis 
is  not  possible.  Moreover,  a  conflagration 
upsets  all  calculations. 

23.  It  might  be,   if  you    had  many  years  of  ex- 

perience, and  the  data  that  would  thus  be 
accumulated  to  guide  you. 

24.  I  should  say  that  it  is  not  possible  in  fire  (as 

it  is  in  life)  to  arrive  at  a  scientifically 
accurate  rate  for  every  class  of  risk,  and  for 
every  different  individual  risk  in  each  class. 

25.  Yes,   at  considerable  cost  and  trouble. 

26.  See  reply  to  question  No.  25. 

27.  Yes,   it  would  be  possible,   but  the  time    and 

expense  involved  in  the  work  would  be  very 
great. 

28.  No. 

29.  Yes,  but  not  at  all  to  the  same  extent  as  in  the 

case  of  life  assurance. 

30.  No. 

31.  No. 

32.  No.     (See  also  reply  to  question  No.   20). 

In  the  fire  department  there  are  about  1,000 
primary  classifications  of  risk,  and  each  of 
these  is  subject  in  its  turn  to  a,  large  variety 
of  additions  or  reductions,  according  to  the 
internal  qualifications  of  the  risk  or  to  its 
external  surroundings.  This  system  is 
adopted,  not  for  the  purposes  of  amusement 
or  creating  work,  but  to  determine,  as  far 
as  possible,  the  most  equitable  rating  of 
each  particular  risk  on  the  basis  of  common 
experience,  so  that  a  man  with  the  larger 
amount  of  hazard  has  to  pay  a  larger  pre- 
mium, and  the  man  with  the  less  amount 
has  not  to  pay  for  the  higher  risk  of  his 
neighbour.  Conditions  are  constantly  chang- 
ing, and  new  materials  are  constantly  being 

■  introduced.  This  has  been  markedly  the 
case  of  late  years  in  consequence  of  the  large 
introduction  of  inflammable  substances, 
which  are  not  only  hazardous  in  their  own 
manufacture,  but  are  used  in  the  manufac- 
ture of  non-hazardous  goods,  and  many  of 
them  are  now  stored  in  every  small  shop  and 
used   in   dwellings.       Also    new   machinery. 


\vith  largely  increased  speed  and  other  ele- 
ments of  risk,  is  constantly  coming  in  ;  and 
risks  nominally  of  the  same  character,  which 
have  proved  profitable  in  time  past,  have 
been  demonst'-ated  to  become  unprofitable 
on  account  of  their  changed  nature. 

In  Life  Insurance  of  course  there  are  disturbing 
elements,  but  of  a  much  less  degree.  Con- 
ditions are  probably  more  constant  over  the 
whole  field  under  examination,  because  varia- 
tions are,  broadly  speaking,  more  dependent 
upon  a  single  cause,  viz.,  the  improvement  of 
sanitation  knowledge  and  practices  both  in 
the  towns  and  in  the  country.  Life  In- 
surance is  based  upon  the  whole  number  of 
cases,  but  the  experience  of  Fire  Insurance 
Companies  is  based  only  upon  insured  cases. 
Life  Insurance  contracts  are  either  for  the 
whole  remainder  of  life,  or  endowment 
transactions  for  a  long  period  of  years ;  and 
there  is  no  power  to  alter  the  terms  during 
the  contract.  Fire  Insurance  is  a  contract 
from  year  to  year,  and  the  terms  can  be 
altered  or  the  insurance  absolutely  rejected 
every  year. 

In  my  opinion,  the  only  way  of  ascertaining 
the  combined  experience  of  Fire  Insurance 
Companies  is  that  adopted  by  mutual  con- 
ference and  determination;  but  that  is  not 
tabulating  in  a  manner  similar  to  that  in 
which  Life  Insurance  Companies  experience 
is  tabulated. 

It  would  be  possible  to  classify  insurances  ac- 
cording to  the  "  locality  "  in  which  the  risk 
is  situate,  and  the  nature  of  the  risk,  but  it 
would  not  be  possible  to  do  it  so  as  to  con- 
stitute a  reliable  basis  for  the  computation 
of  standard  rates  of  premium.  Fire  In- 
surance cannot  be  successfully  carried  on  by 
tabulated  statements  and  questions  and 
answers.  There  is  too  much  of  the  personal 
factor  on  the  one  hand  and  too  much  of  the 
personal  experience  and  power  to  apply  that 
experience  to  facts  on  the  other  hand  re- 
quired. The  nature  of  risks  is  constantly 
changing,  and  the  insurance  nature  of  locali- 
ties is  no  less  changing.  An  inexperienced 
individual  could  classify  every  "building" 
in  the  main  street  of  a  wooden  country  town 
according  to  the  nature  of  its  occupancy,  but 
to  determine  the  nature  of  each  "risk"  is 
another  matter,  and  that  would  require  an 
exercise  of  judgment  which  is  much  better 
used  in  other  directions. 

The  answer  to  this  question  altogether  might 
be  "  Yes,  in  some  respects,  and  No  in 
others." 

33.  Yes. 

34.  No. 
35-  No. 

36.  See   reply   to   question    No.    25.        Would   not 

furnish  a  reliable  basis. 

37.  (i)  Yes;    subject  to  classification  for  construc- 

tion,   grouping    special    hazards,   water 
supply,       fire      brigade,      conflagration 
hazards,  &c. 
(ii)  Yes. 

38.  Yes. 

39-   I  do  not  think  it  possible  to  arrive  at  a  clas.sifi- 
cation   sufficiently   complete   to    fix  standard 
rates,   if  by  standard   rates  is    meant  fixed 
rates  for  a  class. 
Most  companies  do  classify  their  risks. 

40.   This  is  answered  in  the  reply  to  question  No.  25. 


41. 


43- 


Yes,  but  the  classification  would  require  con- 
stant revision,  and  would  not  furnish  a  re- 
liable basis  for  the  computation  of  standard 
rates. 

Possible,  but  not  of  much  value. 

Yes. 
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Question  27. 
you  consider  such  a  tabulation  practicable,  what 
steps  would  you  suggest  for  effecting  it? 

Re-plies.  > 

Do  not  think  it  could  be  done. 

Do  not  consider  it  practicable. 

See  reply  to  question  No.  26. 

See  reply  to  question  No.  25. 

See  reply  to  question  No.  25. 

See  reply  to  question  No.   25. 

See  reply  to  question  No.   26. 

The  furnishing  of  returns  and  analyzing  same. 

See  reply  to  question  No.  26. 

I  do  not  consider  it  practicable. 

See  reply  to  question  No.   25. 

As  such  a  tabulation  would,  in  my  opinion,  be 
useless,  perhaps  it  is  hardly  necessary  that  I 
should  answer  this  question. 

By  obtaining  the  opinion  of  Fire  underwriters, 
and  adopting  similar  lines  to  those  acted 
upon  when  the  fire  tariffs  now  in  force  were 
arranged,  i.e.,  agree  upon  a  basis  rate  for 
the  best  risk  in  a  class,  and  then  load  up  for 
extra  hazards,  defects,  and  exposures. 

Deeming  it  impracticable,  have  no  suggestions. 

See  replies  to  questions  Nos.  25  and  26. 

Special  locality  and  class  registers  be  kept. 

See  reply  to  question  No.  25. 

Have  nothing  to  suggest  in  this  direction. 

See  reply  to  question  No.   25. 

Only  an  invitation  for  voluntary  action  on  the 
part  of  offices. 

I  do  not  feel  able  to  make  any  suggestions. 

See  reply  to  question  No.  25. 

Uniform  system  of  detailed  records  by  all  Com- 
panies. 

See  reply  to  question  No.    26. 

I  can  make  no  suggestions,   for  reasons  given. 

Already  effected  by  the  Fire  Underwriters'  As- 
.sociation. 

See  reply  to  question  No.  25. 

Can  offer  no  suggestion. 

See  reply  to  question  No.  26. 

Such  a  tabulation  could  be  made  by  a  series 
of  questions  to  be  answered  by  all  Companies. 
This  could  be  done  under  sealed  conditions, 
say  by  a  recognised  and  reliable  actuary, 
each  Company  merely  sending  in  the  infor- 
mation on  blank  forms,  so  that  its  name  and 
busine.ss,  &c.,  should  not  be  revealed.  Any 
tabulation  of  this  nature,  in  our  opinion, 
would  be  of  little  real  value,  and  would  not 
be  reliable  for  practical  purposes.  For  in- 
stance, it  would  have  to  be  based  on  a  cer- 
tain number  of  years,  and  the  similar  pro- 
ceeding in  following  periods  would  pro- 
bably give  entirely  differenf  results. 

We  already  have  it. 

Do  not  consider  it  practicable. 

See  reply  to  question  No.  25. 

Whilst  possibly  practicable,  I  could  not  recom- 
mend it,  and  cannot  suggest  any  steps  for 
effecting  it. 

Cannot  suggest. 

By  a  central  bureau,  who  would  collect  and 
tabulate  all  returns. 


D  2 
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Section  IX. — Claims. 
Question  28. 
What  was  the  total  amount  jjaid  in  Fire  Insurance 
claims   by  your   Ccanpany   in  the   Common- 
wealth during  its  latest  financial  year? 
Replies  to  question  No.   28  have' been  treated 
by  the  Commission  as  confidential,  and  are 
consequently   not  published. 


Clause  14.    Aus- 
(See    reply     17 


Section  X. — Reinstatement. 

Question  29. 

Is  the  right  to  reinstate  made  a  condition  in  the 
policies  issued  by  your  Company  ? 

Re-plies. 
Yes. 
Yes. 
Yes. 
Yes. 
Yes;   condition    14,     (See   reply    17    below,) 

14.     (See  reply  17  below.) 


See  condition 


I. 
2. 
3- 
4- 

5- 
■   6.  Yes. 

7.  Yes. 

8.  Yes. 

9.  See  clause  14  of  policy  attached.     (See  reply 

17   below.) 

10.  Yes. 

11.  See    clause    14   of  conditions    of  policy  as  per 

copy  attached  hereto.     (See  reply  17  below.) 

12.  Yes. 

13.  See  clause  14  in  policy  conditions.     (See  reply 

17   below.) 

14.  Yes,     See  condition  No.   14  of  policy  herewith 

attached  at  back  of  this  form.     (See  reply 
17  below.) 
Yes. 
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16.  Yes. 

17.  Yes. 


Conditi<in  Nu.   14  of  the  policy. 

14.  The  Company  may  at  its  option  rein- 
state or  replace  the  property  damaged  or 
destroyed,  or  any  part  thereof,  instead  of 
paying  the  aniount  of  the  loss  or  damage,  or 
may  join  with  any  other  Company  or  in- 
surers in  so  doing;  but  the  Company  shall 
not  be  bound  to  reinstate  exactly  or  com- 
pletely, but  only  as  circumstpnces  permit, 
and  in  reasonably  sufficient  manner,  and  in 
no  case  shall  the  Company  be  hound  to  ex- 
pend more  in  reinstatement  than  it  would 
have  cost  to  reinstate  such  property  as  it  was 
at  the  time  of  the  occurrence  of  such  loss  or 
damage  nor  more  than  the  sum  insured  by 
the  Company  thereon. 

If  the  Company  require,  and  whether  the 
Company  shall  have  determined  to  reinstate 
or  pot,  the  insured  shall,  at  his  own  expense, 
furnish  the  Company  with  such  plans,  speci- 
fications, measurements,  quantities,  and  such 
other  particulars  as  the  Company  may  re- 
quire ;  and  no  acts  done  or  caused  to  be 
done  by  the  Company,  with  a  view  to  rein- 
statement or  replacement,  shall  be  deemed 
an  election  by  the  Company  to  reinstate  or 
replace.  No  amount  shall  be  payable  under 
this  policy  unless  the  terms  of  this  condition 
have  been  complied  with. 

If  in  any  case  the  Company  shall  be  un- 
able to  reijistate  pr  repair  the  property  here- 
by insured  because  of  any  municipal  or 
other  regulations  in  force  affecting  the  align- 
ment of  streets,  or  the  construction  of  build- 
ings, or  otherwi.se,  the  Company  shall  in 
every  .such  case  only  be  liable  to  pay  such 
sum  as  would  be  requisite  to  reinstate  or  re- 
pair such  property  if  the  same  could  law- 
fully be  reinstated  to  its  former  condition. 


18.  Yes;  in  the  Commonwealth. 

tralian     uniform     policy, 
above.) 

19.  Yes.     See  Clause   14,   policy  conditions.     (See 

reply  17  above.) 

20.  Yes. 
2|.  Yea, 
23.  Yes. 

23.  Yes. 

24.  Yes. 

25.  Please  refer  to  Clause  No.   14  of  printed  con- 

ditions.     (See  reply  17  above.) 

26.  Yes. 

27.  Yes. 

28.  Yes. 

29.  Yes.     Condition  No.    14  of  policy.     All  Com- 

panies' policy  conditions  are  now  uniform. 
(See  reply  17  above.) 

30.  Yes. 

31.  Yes. 

33.  See  exhibit  No.   3,   condition   14.       (See  reply 

17  above.) 
iZ-  Ves. 

34.  Yes. 

35.  Yes. 

36.  Yes. 

37.  Yes.     See  condition  No.  14  in  enclosed  form  of 

the  Company's  policy,  (See  reply  17 
above.)  This  condition  is  necessary  to  pre- 
vent arson  and  Incendiarism  as  well  as  un- 
fair and  extortionate  claims.  Insurance 
companies  act  largely  as  distributors  of  the 
premiums  paid  by  the  public,  and  it  is  neces- 
sary that  the  cost  of  insurance  should  be  kept 
down  by  the  prevention  of  such  class  of 
claims. 


ply    17 


38 

Yes. 

39 

Yes.     See   condition    No.    14.     (See    rej 

above.) 

40 

Yes. 

41 

Plea.se  see  condition   No.    14   of   policy. 

reply  17  alx)ve.) 

4.', 

Yes. 

(See 


Question  30. 

If  so,  in  wliat  proportion  of  cases,  approximately, 
is  the  right  exercised? 

Re-plics. 

J .  We  have  only  exercised  the  right  onoe  in  fifteen 
years. 

2.  Very  seldom.     Have  not  had  a  case  for  years, 

except  small  claims  for  partial  loss.. 

3.  This  branch  has  only  exercised  its  right  to  re- 

instate once  during  the  last  sixteen  years. 

4.  In   the  past   five   years   it   was  once  exercised, 

and,  as  over  2,000  losses  were  settled  in  that 
period,  the  proportion  would  be  as  i  is  to 
2,000,  approximately. 

5.  A    fraction    per   cent,  -of    the    losses,    and   r^ 

instatements  are  almost  entirely  at  the  re- 
quest of  the  insured. 

6.  Have  not  exercised  our  right  in   reinstating  a 

single  risk  during  the  last  year,  but  tiave  re- 
instated damage  to  buildings  at  request  of 
assured  to  save  him  the  trouble,  and  in  each 
case  have  received  a  certificate  from  the 
policyholder  that  the  work  has  been  carried 
out  to  the  assured's,  or  bis  representative's, 
entire  satisfaction- 

7.  Reinstatement  very   rare;  cannpt  recall  a  case 

with  this  company. 

8.  Not  one  in   500. 

9.  Roughly  speaking,   i   in  500. 
10.   Say,  I  per  centum  over  30  years. 
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II. 

12. 

14. 
15- 

16. 

17- 


18. 


19. 


20. 
21. 


2,1- 


24. 
25- 

26. 

27. 
28. 
29. 

30. 


.11- 

32. 
33- 

3,v 


37- 


39- 
/to. 


About  1  in  S,o06  Ca?feS. 

\'ery   seldom. 

We  have  never  had  reaBon  to  exercise  the  right. 

In  most  cases. 

Reinstatement  very  tflre;  cannot  recall  a  case 
with  this  company. 

A  very  small  fraction  of  i  per  cent. 

We  have  not  had  occasion  to  exercise  the  right 
during  the  operations  of  this  Company  in 
Victoria. 

Only  twice  during  past  50  years  in  the  Com- 
moilwealth,  when  incendiarism  wa.i  su.spected, 
but  not  once  within  past  fifteen  years.  Do 
not  know  about  other  parts  of  the  world. 

In  extremely  rare  cases,  and  only  when  the 
amount  of  a  claim  is,  in  our  judgment,  en- 
tirely unjustifiable.  Probably  not  more  than 
one  case  per  annum  on  the  average. 

Not  in  one  case  out  of  each  hundred. 

Very  seldom  reinstate.  The  Compafly  obtains 
estimates  from  two  or  more  leading  builders, 
the  amounts  of  which  are  almost  invariably 
accepted  by  the  insured. 

Very  seldom.  Too  seldom  to  be  nafttfed  ih  pro- 
portion. 

T  presume  the  inquiry  tefers  to  bilildlttgs. 

In  regard  to  total  losses — 

So  rarely  that  it  may  be  deemed  an  ab- 
solutely negligible  quantity  for  purposes  of 
calctilation.  In  regard  to  slight  partial 
losses,  the  insured  often  prefers  that  the 
Company  should  repair  the  building. 

Hardly  ever;  probably  not  i   in  1,000. 

Unable  to  ascertain  the  proportion,  but  it  is 
very  seldom  that  the  right  is  exercised. 

The  right  of  reinstatement  is  rarely  exercised. 

None  so  far. 

Very  rarely  exercised. 

So  far,  we  have  not  had  one  single  case  of 
reinstatement. 

Practically  nil. 

Have  not  exercised  the  right  more  than,  say, 
six  times  during  a  management  of  eight  and 
a  half  years. 

Verv  rarely,  but  when  it  does  occilr,  in  most 
instances  it  is  on  account  of  over-iHsilrarice. 
sometimes  aeeompanied  by  suspicions  of 
arson. 

About  t  In  io,o9S,  but  it  is  Art  esfeehtial  con- 
dition. 

Verv  rarely.  None  with  the  Samafdrtg  Cbth 
pany. 

Not  I  in  500. 

Since  I  RsSumed  the  matiagettient  of  the  Com 
tiflnv  twenty  Venfs  rtt?o.   we  hnVe  nnlv  once 
during  that  tifiie  exercised  otlr  right  in  the 
Commonwe.ilth  to  reinstate. 

Vei'v  rafely. 

Has  never  been  exercised  in  our  experletifce  as 
the  Company's  agents  in  Kew  South  Wales. 
As  a  matter  of  practical  experience,  it  is 
very  rarely  indeed  resorted  to  bv  Fire  Com- 
pnnies,  .ind  then  nearlv  alwavs  in  c?^p9,  onlv 
where  the  cause  of  fire  is  suspicious.  Its 
application  is  hardly  ever  resorted  to  on  the. 
srrounds  only  of  the  claim  beina:  excessive. 

Durintr  our  20  yefttS'  experience,  we  have  never 
exercised  the  option. 

Cannot  say.  In  six  veafs'  operations  of  this 
society  and  its  predeces.sor  in  AtL^tfalia  it 
has  not  been  exercised  once 

Tft  a  verv  limited  extent,  and  itlostW  3t  the 
reritiest  of  the  insttred  in  the  cdsf  of  gmall 

JOSSM. 


41.  As  to  repairs,  seldom  arbitrarily,  frequently  by 
mutual  consent.  As  to  complete  reinstate- 
ment or  re-erection,  only  one  case,  a  small 
one,  about  30  years  ago,  can  be  recollected 
by  the  officials  of  the  Company. 

43.   Have  never  exercised  it  in  New  South  Wales. 


Section  XI. — Re-insurance. 
Qtte  stiff  ft  31. 
(a)  Does  your  Company  re-insure  its  risks? 
(//)  If  so,  to  what  extent? 


4- 

5- 
6. 

?• 

8. 

9- 
to. 


13- 


10. 


17- 


18. 


19. 


a) 

h) 
.«) 
h) 
a) 
(^) 
a) 


a) 
{b) 
a) 
b) 
a) 
b) 

a) 

b) 

a) 
b) 

a) 
b) 
d) 
b) 
A) 
b) 


b) 


Yes. 


Replies. 


Impossible  to  sdy*  class  Of  tisk  ftnd  locality, 
all  enter  into  the  question  of  any  retained 
line. 

Yes,    in   some   cases. 

No  fixed  tule  as  to  ratio.  All  depends  upon 
the  risk  and  its  sUtrouhdlngs. 

Yes,  to  a  certain  extent. 

It  all  depends  upon  clircuiftStatlces,  such  as 
the  nature  of  the  tisk  and  the  adjoining 
buildings. 
Yes,  in  the  case  of  large  insiltances  over 
the  limit  laid  down  by  dilf  hedd  office  for 
our  retention. . 

Approximately,  id  per  cent. 

Yes. 

22.26   per   cent. 

Ves. 

15.44  per  cent,  of  gross  premiums; 

Yes, 

According  to  limits  fixed  by  head  office,  the 
excess  in  each  case  being  specially  re- 
insured. 

Yes. 

According  to  judgment  in  each  case. 

Yea. 

Excess  of  its  retained   line. 

Yes,  sottie  of  themi 

As  ekperiehce  and  the  nature  of  the  risk 
may  suggest  or  require. 

Yes,  in  some  instances. 

According  to  olir  idea  of  atwount  to  be  re- 
tained. 

Yes. 

Depends  entirely  upon  the  nature  and  class 
Of  risk: 

Yes. 

The  rtidhaget's  judgment. 

Sofne  Of  the*. 

About  i§  pet  cent,  of  premiums. 

Yes. 

AcfcBfding  to  Hhiits  fixed  by  head  office, 
the  excess  In  each  c'ase  being  specially  re- 
insured. 

Yes. 

For  1507,  the  proportion  re^insured  was 
about  30  pet  cent.,  but,  of  course,  if 
varies. 

Yes,  in  some  cases. 

We  have  no  fixed  rule,  but  re-insure  the 
excess  of  such  an  aniount  as,  ih  view  of 
the  risk,  we  deem  it  wise  to  retain  for 
the  Compahy's  own  account; 

Yes. 

In  excesfe  of  what  is  considered  a  proper 
amount  to  nold  on  any  risk  or  gtoUp  of 
risks. 

Yes. 

Varying  according  to  ^^pnditions  bf  itjdivi. 
dufll  risks  1 
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for    re-insurance    last 


20.  (a)  Yes. 
(b)  ;^io,5oo  was  paid 

year. 

21.  (a)  Yes,  a  proportion  of  same. 
(I/)  No  fixed   rule. 

22.  (a)  Yes. 

(b)  Varies;  matter  of  judgment. 

23.  (a)  Yes,  if  thought  desirable  to  do  so. 
{b)  Left  to  discretion  of  managers. 

24.  (a)  Yes. 

((!')  Some  lines  largely,  others  not  at  all. 

25.  (a)  Yes. 

(b)  Roughly,  25  per  cent,  of  revenue  re-insured. 

26.  (a)  Yes,  in  some  instances. 

{b)  To  no  fixed  extent ;  each  particular  risk  is 
dealt  with  on  its  merits,  and  a  limit  fixed 
to  retain  for  the  society's  account,  and 
any  sum  in  excess  of  that  amount  is  re- 
insured. 

27.  (a)  Yes. 

(b)  Only  when  the  amount  of  the  insurance  is 
above  our  authorized  limits. 

28.  (a)  Yes. 

(b)  Depends  entirely  upon  the  class  of  risk, 
situation,  construction,  hazard  from  ad- 
joining buildings,  &c. 

29.  (a)  Yes. 

(b)  Governed  by  circumstances. 

30.  (a)  Yes. 

(b)  Roughly,  about  38  per  cent,  of  premiums. 

31.  (a)  Yes,  in  part. 

(b)  Varies  according  to  the  nature  of  the  risk 
or  amount  of  liability  the  Company  may 
have  in  certain  blocks  or  districts. 

32.  (a)  Yes,  its  surplus  lines. 

(b)  Impossible  to  say,  the  circumstances  differ 
in  every  individual  case,  according  to 
judgment. 

33.  (a)  Yes. 

(b)  All  over  its  limit  of  retention. 

34.  (a)  Yes. 

(b)  According  to  judgment  in  each  case. 

(a)  Yes. 

(b)  As  may  be  necessary  to  keep  our  retentions 
on  individual  risks  down  to  a  moderate 
amount. 

(a)  Yes,  to  some  extent. 

(b)  Depends  on  class  of  risk — we  do  not  retain 
as  much  on  hazardous  risks  as  non- 
hazardous. 

(a)  Yes,  that  is  the  excess  of  its  limits,  or  for 
special  reasons,  such  as  block  or  group- 
of  risks  in  congested  areas. 
In  New  South  Wales  the  premiums  paid  for 
re-insurance  in   1908,   were  2.47   per  cent, 
of  the  total  net  premiums  received.     This 
question  is  very  indefinite,  for  instance,  it 
would  be  quite  possible  that  the  Company's 
limits  might  never  be  exceeded,  and  con- 
sequently no    re-insurances    might    be    re- 
quired ;  on   the   other  hand,    the   re-insur- 
ances might  be  a  large  proportion  of  the 
premiums  received. 

(a)  Sometimes. 

(b)  Varies  according  to  nature  of  the  risk. 

(a)  Yes,  some  of  them. 

(b)  No  particular  proportion,  but  the  excess  of 
what  we  deem  it  advisable  to  retain    on 

each  particular  risk. 
40.  (a)  Yes. 

(b)  According  to  the  nature  of  the  risk. 

(a)  Yes. 

(b)  Say,  25  per  cent. 
(a)  No. 

(a)  Y'es,  some^f  them. 

(b)  Cannot  sa"  In  New  South  Wales  re-in- 
surance is  effected  as  prudence  dictates. 


35 


36. 


37 


(b) 


38 


39 


41. 

<52. 


Question  32. 
What  is  the  maximum  amount  of  risk  which  your 
Company  will  carry  alone  on  a  single  pro- 
perty ? 

Replies. 

I-  £5,°°°- 
2.  ^10,000. 

3.      ;£lO,O0O. 

4.  _;^8,ooo  on  an  unexposed  brick  or  stone  wool 

warehouse,   with    an    additional    amount  of 
;^4,ooo  for  head  office  account. 

5.  For  best  risks — ;£3,ooo  for  trade  risks;  ;£4,ooo 

private  residences. 
On  two  or  three  properties,  ;£6,ooo. 

6.  ^4.000. 

7-  £3'°°°- 

8.  Depends  on  the  property.      ;£4.5oo- 

9.  Depends  on  the  property. 

10-  £5>°°°- 

11.  j£5,ooo,  unless  in  some  very  exceptional  case. 

12.  ;^I0,000. 

'3-  ;£2,ooo. 

14-  ;^"4,ooO- 

15-  £2,5°°- 

16.  £5,00°- 

17.  _^i2,ooo  at  this' agency.     We  have  no  informa- 

tion with  regard  to  the  Company's  practice 
elsewhere. 

i8-  £5>°°°- 

19.   On  a  single  risk,  i.e.,  in  our  judgment  likely 
to  be  destroyed  by  one  fire,  ^7,500. 

2^'      £3,0°°- 

21.  j£2,000. 

22.  Select  cases,  ;£3,ooo;  average,  under  _;£2,ooo. 

23.  Say,  ;^6,ooo ;  but  very  rarely  so  much. 

24.  In  some  cases  _;£io,ooo. 

25.  Current  maximum,  ;£7,Soo. 

26.      ;£6,000. 

27.  Up  to  _£io,ooo  on  the  best  class  of  city  pro- 

perty. 

28.  £5,0°°- 
29-  £4,0°°- 

30.  In  the  Commonwealth,  ^£10,000. 

31.  Varies   very   much   according   to   knowledge   of 

moral    risk   and    physical   conditions ;    about 
^£5,000  is  the  maximum  on  a  first-class  risk. 

32.  ;£25o,  or  less  in  some  cases.     In  special  cases 

up  to,  perhaps,  _£io,ooo. 

33.  £1,500  in  Queensland.  ■ 

34.  Depends  on  the  property — _;^4,500. 

35.  We  very  seldom  exceed  ;^3,ooo. 

36.  ;£3,ooo- 
37-  £i5>°°°- 

38.  £5>°°°- 

39.  It  depends  on  what  is  meant  by  a  property.    In 

Australia    I     would     not     keep     more    than 
;^5,ooo  on  what  I  considered  one  risk. 
4c.  About  ;/^6,ooo  to  jQ-jfOoo. 

41.  Say,  ;^5,ooo  on  a  first-class  isolated  risk. 

42.  ^2,000. 
43-  £^5'°°°- 


Question  33. 
Ip  vour  Company  what  general  principles  are  fol- 
lowed  in   the   selection   of   Companies    with 
which  re-insurance  is  effected  ? 

Replies. 

1.  Any  Company  of  approved  standing. 

2.  That  same  mu.st  be  in  a  solvent  condition. 

3.  Stability  of  the  Company  and  its  power  to  re- 

ciprocate. 

4.  We  re-insure  with  Companies  with  whose  financial 

position  and  strength  we  are  satisfied,  and 
with  whom  we  reciprocate  by  accepting  por- 
tions of  their  excesses. 
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5-  This  Company  selects  Companies  that  are  in  a 
position  to  reciprocate. 

6.  To  those  who  reciprocate.     Preference  to  Colo- 

nial Companies. 

7.  Select  Companies  who  are,  in  our  opinion,  finan- 

cially strong. 

8.  Solvency,   exchange  of  premiums,   and  friend- 

ship. 

9.  Suitability  of  Company  and  its  business  relations 

with  this  Company. 

10.  Security,  good  faith,  reciprocity. 

11.  We  re-insure  with  Companies  of  good  financial 

standing  who  will  reciprocate. 

12.  Position  and  standing  of  Companies  and  amount 

of  reciprocal  business. 

13.  Re-insure  with   those   Companies   who   recipro- 

cate or  are  likely  to  do  so. 

14.  We  re-insure  with  Companies  which  can  give  re- 

turn business,  stipulating  that,  as  far  as  pos- 
sible, they  must  give  us  business  in  return 
pound  for  pound  of  premiums. 

15.  Select  Companies  who  are,  in  our  opinion,  finan- 

cially strong. 

16.  We  will  re-insure  with  practically  any  Company 

which,  in  our  opinion,  is  in  a  position  to  meet 
its  engagements. 

17.  We  re-insure  with  any  Company  which,  in  our 

opinion,  is  able  to  meet  its  obligations. 

18.  With  Companies  who  are  considered  financially 

sound  and  recognised  as  fair  and  honorable 
in  their  dealings. 

19.  A  reciprocal  basis. 

20.  The  Board  re-insure  chiefly  with  Companies  who 

reciprocate. 

21.  Local  Companies  obtain  the  preference. 

22.  Entirely  a  matter  of  judgment. 

23.  A  good   substantial   Company   is   the   first  and 

last  qualification. 

24.  We  re-insure,  as  far  as  possible,  with  friendly 

offices,  which  give  us  business  in  return. 

25.  Re-insure  with  all.  watching  contra  accounts. 

26.  The  selection  of  those  Companies  who,  in  our 

opinion,  are  in  a  position  to  meet  their  liabili- 
ties. 

27.  We  consider,  first,  the  financial  standing  of  the 

Company.  Beyond  this  it  is  mainly  a  ques- 
tion of  friendship  or  expected   reciprocity. 

28.  Financial  position  and  standing  of  Companies 

and  amount  of  business  received  in  return. 

29.  We  only  re-insure  with  Companies  we  consider 

absolutely  safe,  and  we  generally  receive  re- 
turn business  from  them. 
30    Stability,  and  reliability  to  honorably  carry  out 
their  contracts. 

31.  Companies  having  their  head  offices  in  the  Com- 

monwealth,  where  practicable. 

32.  No   set   general    principles,    but  the   reputation 

and  .solvency  of  the  Company  and  the  facili- 
ties it  affords  us  are  the  main  points. 

33.  In   Queensland,    with  the  object  of   reciprocal 

business. 

34.  Solvency,    exchange   of   premium,    and   friend- 

ship. 

35.  Reciprocity  with  good  Companies  of  high  finan- 
*  cial  standing. 

36.  This  is  a  matter  of  business  arrangement. 

37.  There  are  no  general  principles  other  than  the 

strength  and  solvency  of  the  Company  with 
which  we  re-insure. 

38.  We   re-insure    with    those    Companies    who    re- 

iasure  with  us. 

39.  No  general  rule,  but  we  satisfy  ourselves  as  to 

the  soundness  of  the  Companies  with  whom 
we  exchange  business. 

40.  With  approved  Companies  and  reciprocity. 


41.  Australian  and  New  Zealand  incorporated 
offices  are  first  favoured,  then  foreign  incor- 
porated offices. 

43.   Stability  and  reciprocity. 


3- 


4- 


•    Section  XII. — Payment  of  Sira  Insured. 

Question  34. 

What  is  your  opinion  concerning  the  proposal  to 
make  the  actual  amount  insured  by  a  fire 
policy  payable  in  every  case  of  total  loss? 

Reflies. 

1.  Such  a  practice  would  encourage  and  legalize 

fraud;  would  close  up,  in  our  opinion,  most 
Insurance  Companies,  and  seriously  restrict 
commerce  and  trade. 

2.  That  the  proposal  is  most  pernicious,  and  would 

if  carried  out  be  a  menace  to  the  community. 

In  my  opinion,  the  proposal  is  a  most  iniquitous 
one,  and  the  number  of  fires  would  increase 
by  leaps  and  bounds  throughout  the  Com- 
monwealth. 

I  append  a  printed  statement  issued  by  the 
associated  offices  on  the  occasion  of  a  Bill 
being  brought  before  the  Federal  House  in 
1908,  entitled  "  A  Bill  relating  to  Fire  In- 
surance."* 

I  indorse  the  views  expressed  in  the  statement, 
and  am  of  opinion  that  the  proposal  referred 
to  in  this  question  is  absolutely  un'vorkable. 

5.  I  do  not  approve  of  the  proposal.     If  i.dopted 

there  would  be  a  great  temptation  to  incen- 
diarism. 

6.  All  kinds    of    property    depreciate    in    value, 

buildings  and  machinery  not  only  suffer  from 
wear  and  tear,  but  their  value  may  be 
affected  by  other  causes,  such  as  the  decay 
of  a  particular  locality  or  changes  in  process 
of  manufacture,  while  stock-in-trade  and 
other  movable  property  may  vary  greatly  in 
quantity  from  time  to  time.  To  agree  to 
pay  a  fixed  indemnity  without  question  in  all 
cases  of  complete  destruction  would  open 
the  door  to  fraud,  and  would  undoubtedly 
lead  to  an  increase  in  the  number  of  fires 
wilfully  caused. 
It  is  understood  that  a  fire  policy  is  an  agree- 
ment to  indemnify  on  the  basis  of  actual  loss 
only. 

7.  I   am   adverse   to  the   proposal    which,    in  my 

opinion,  would  not  be  beneficial  to  the  honest 
policyholder,  because  the  Insurance  Com- 
panies would  have  to  increase  rates  to  pro- 
vide for  increased  payments. 

8.  It  would  be  against  the  interest  of  the  public 

and  the  Company,  and  make  insurance  more 
costly. 

9.  Would  be  an  incentive  to  arson. 

10.  Impracticable  and  most  undesirable  in  the  in- 

terests of  the  community,  as  it  would  be  an 
incentive  to  fraud  and  necessitate  increase  of 
rates  so  as  to  be  prohibitive  to  bona  fide  pro- 
ponents. 

11.  Unsound.        The   policy   is   a  contract   of   in- 

demnity. 

12.  Proposal   unsound   and  against  proper  conduct 

of  business. 
73.   It  would  he  unwise. 

*  Some   remarks  by  the  fire  underwriters  in  Australia  on  a  "  Bill  re-     ij 
lating  to  fire  insurance,"  brought  in  by  Mr.  Fraaer  ' 
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I  think  such  would  dCftainly  lead  to  fmud  and 
tend  to  Hiake  pedple  dishonest  who  are  not 
so  at  present. 
A  fire  policy  is  a  dotltffl(^t  of  indemnity;  hO 
person  should  be  able  to  make  money  by  in- 
surance. 

am  adverse  to  the  proposal  which,  in  my 
opinion,  would  not  be  beneficial  to  the  honest 
policyholder,  because  the  insurance  Com- 
panies would  have  to  increase  rates  to  pro- 
vide for  increased  payments, 
This  being  a  question  of  "valued  policies,"  see 

reply  to  Question  No.  40. 
It  would  destroy  the  fundamental  principle  of 
Fire  Insurance,  namely,  indemnity  for  the 
actual  loss  sustained.  Every  kind  of  pro- 
perty is  subject  to  fluctuations  in  value,  and 
undef  n  "  valued  "  policy,  therefore,  an  in- 
sured might  obtain  more  than  the  property 
destroyed  was  worth,  or,  in  other  words,  an 
Insiifed  wolild  be  placed  in  a  position  to 
tnake  a  ptoflt  oiit  of  a  fire.  The  conse- 
quence^ of  .such  a  state  of  affairs  would 
Inevitably  be  serious  for  the  community;  as 
fnt  the  Insurance  Cotnpanies,  they  would, 
of  course,  have  to  regulate  thelf  rates  of  pre- 
mium in  View  of  the  very  heavy  expense 
Which  would  have  to  be  incurred  in  con- 
tinually inspecting  and  inquiring  into  values, 
and  the  cost  of  insurance  would  be  corre- 
spondingly increased.  It  may  not  be  out 
of  place  hete  to  qUotd  from  the  judgment  of 
Brett,  L.  ].,  in  Cai/ellain  v.  Preston  (1883. 
If  Q.B.D.)  See  reply  16  to  Question  No. 
40. 
Most  iinadvisable,  a§  sUch  a  measure  Would  be 
a  direct  incentive  to  fraud.  Fife  Insurance 
provides  for  indemnity  against  loss ;  under  a 
valued  policy  it  would  become  a  means  of 
gambling  and  dishonesty,  and  a  source  of 
great  danger  to  the  genetal  community.  It 
would  alter  the  whole  svstem  of  insurance 
business,  ftnd  the  Companies  would  most 
likely  withdraw  from  business  in  the  Com- 
monwealth as  thev  did  from  various  States, 
in  the  United  States  of  America,  when 
legislation  of  this  nature  WaS  passed,  onlv 
to  be  almost  at  once  withdrawn.  It  is  also 
opposed  to  the  views  of  commercial  men  who 
find  that  they  receive  fair  and  honorable 
treatment  by  the  Companies,  Only  a  cer- 
tain class  of  people,  mostly  undesirable 
from  an  insurance  point  of  view,  appear  to 
favour  it. 
Such  a  proposal  we  consider  to  be — ■ 

(ii)  A  direct  incentive  to  arson  ;  therefore 
contra rv  tn  public  policy. 

(ii.)  Would  necessarily  increase  cost  of  in- 
surance ;  therefore  not  in  the  interest  of  the 
honest  section  Of  the  community,  who  ap- 
pear to  be  quite  satisfied  with  an  indemnity 
against  actual  loss  sustained. 
It  would  encourage  fraud  and  be  the  means  of 
increasing  the  cost  of  Pire  Insurance  to  the 
public. 
Absurd. 

Bad  principle  ;  would  encoi  rage  fraud. 
It  would  be  absolutely  against  public  interest  ; 

even  immoral  in  its  tendency. 
Such  a  proposal  seems  to  me  absolutely  absurd 

in  the  first  place  and  immoral. 
x\dverse. 

By  adopting  such  a  practice  the  fundamental 
principle  of  all  Fire  Insurance,  namely,  in- 
demnity against  loss  only,  or  compensation 


for  the  actual  loss  sustained,  would  be 
abolished.  Ev«ry  description  of  property 
is  subject  to  fluctuations  in  value,  conse- 
quently if  the  full  face  value  of  the  policy 
was  paid  in  every  instance,  the  insured  might 
obtain  a  greater  sum  of  money  than  the  pro- 
perty destroyed  was  worth  at  the  time  of  the 
fire.  Making  a  "  profit ' '  out  of  a  fire  would 
h^ve  a  very  bad  effect  on  the  community 
generally,  and  tend  to  lower  the  moral 
hazard.  Which  would  probably  bring  about  a 
system  of  "  investing  "  in  Fire  Insurance 
policies.  Companies,  m  order  to  protect  them- 
selves and  provide  against  .such  a  contingency, 
would  have  to  materially  increase  premiums 
all  round,  and  the  extra  co.st  thus  imposed 
would  not  be  in  the  interests  of  the  public. 

27.  I  consider  that  the  suggestion  is  impracticable 

on  the  ground  of  expense,  and  undesirable 
on  grounds  of  public  policy. 

28.  The  proposal  is  Unsound  and  unworkable. 

29.  The  idea  is  Utterly  opposed  to  the  fundamental 

principle  of  Fire  Insurance  business,  that  no 
profit  should  be  made  out  of  a  fire. 

30.  Would  act  as  a  direct  incentive  to  fraud. 
Simply   an   absurd   proposal    which,    if   carried 

out,  Would  result  either  in  m.ost  Companies 
ceasing  to  do  business  in  the  Commonwealth, 
or  increasing  rates  in  an  abnormal  manner. 

^^i.  1  am  strongly  averse  to  this.  A  fire  policy  is 
a  contract  of  indemnity ;  tO  Construe  it  as  a 
valued  policy  would  encourage  arson,  which 
is  already  suffieiently  prevalent.  It  must 
not  be  forgotten  that  the  honest  trader  pays 
for  cases  of  arson ;  the  only  basis  upon  which 
it  would  be  possible  to  issue  valued  policies 
would  be  that  every  year — or  in  mining  cities 
every  six  months  or  even  more  frequently — 
.  the  property  would  have  to  be  valued ;  this 
would  increase  the  cost  of  insurance  con- 
siderably, it  might  be  200  per  cent,  or  300 
per  cent.  It  is  plainly  impossible  to  issue 
a  valued  policy  on  stock  under  any  circum- 
stances ;  the  value  of  stock  varies  from  day 
to  day,  which  would  mean  a  daily  valuation. 

32.  The  term  "  amount  insured  "  is  misleading, 
although  it  IS  used  in  policies.  There  is  no 
"  sum  insured,"  the  contract  being  to  pay 
the  possible  amount  of  loss  not  exceeding  the 
amount  set  forth  in  the  policy.  Except  in 
the  case  of  policies  subject  to  average,  the 
amount  of  the  loss  is  always  paid.  It  would 
be  preferable  that  the  words  "  sum  insured  " 
should  not  be  used  in  any  policy.  With  re- 
gard to  milking  the  amount  of  the  policy 
payable  in  the  event  of  loss,  there  are  three 
ways  of  looking  at  it — {a)  from  the  point  of 
view  of  public  interest ;  (6)  from  the  point 
of  view  of  public  policy  ;  and  (c)  from  the 
point  of  view  of  the  Insurance  Company. 
As  to  the  general  public,  the  principle  that 
the  amount  of  the  actual  loss  is  to  be  paid 
is  almost  universally  understood,  and  the 
whole  principle  of  a  Fire  Insurance  policy  • 
is  that  of  indemnity  against  loss,  and  not 
wagering  that  a  certain  sum  must  be  paid  in 
the  event  of  a  certain  thing  occurring.  In- 
deed, a  policy  of  the  latter  sort  would  be  a 
wagering  policy,  and  therefore  invalid  under 
the  old  British  Act  known  as  the  Gambling 
Act,  which  I  believe  is  in  force  here.  No 
honest  man  should  seek  to  be  more  than  com- 
pensated for  his  loss,  and  any  attempt  to  do 
so  is  a  deliberate  fraud,  V/hich  no  one  but 
a  rogup  Would  attempt,   and  no  one  but  a 
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rogue  or  ignorant  person  encourage.  Such  a 
system  as  thftt  contemplated  under  this  in- 
quiry would  be  sini[)ly  an  encouragement 
of  fraud.  It  would  be  obviously  impossible 
to  carry  out  such  a  system  with  the  great 
bulk  of  insurance  business,  and  it  would  be 
impracticable  ui  the  remainder.  Take,  for 
instance,  the  simplest  case — a  small  dwelling- 
house.  Instead  of  the  present  inspection  by 
a  fairly  capable  insurance  clerk  or  agent, 
who  would  satisfy  himself  from  his  own  ex- 
perience or  knowledge  that  the  sum  proposed 
was  apparently  not  excessive,  there  would 
have  to  be  a  special  expert  survey  in  order 
to  determine  the  exact  value,  just  the  same  as 
a  man  might  have  made  on  his  behalf  if  he 
were  preparing  to  purchase  a  property,  and 
for  which  a  special  fee  would  have  to  be 
paid.  All  this  would  result  in  delay  and 
great  expense.  Even  in  town  risks  a  pro- 
fessional valuer  would  not  undertake  the 
work  for  less  than  ^i  is.,  which  is,  in  a 
large  proportion  of  cases,  three  or  four  times 
the  amount  of  the  premium.  The  fee  could 
not  therefore  be  paid  by  the  Company,  and 
would  fall  on  the  insured,  who  probably 
would  not  Insure  at  all  in  the  face  of  that 
expense.  In  the  country  such  a  valuer 
would  be  less  easily  found,  and  he  would 
have,  in  many  cases,  to  travel  many  miles 
specially  to  do  that  one  job,  thus  increasing 
the  expense.  By  this  m.eans,  in  order  to 
satisfy  the  outcry  of  a  few  rogues,  the  whole 
insuring  community  would  be  oppressed  with 
heavy  charges,  or  would  be,  to  a  very  large 
extent,  debarred  by  them  from  the  benefits 
of  insurance.  The  loss  ratio  also  would 
probably  be  very  materially  increased  on 
account  of  the  increased  number  of  fire  losses, 
because  whatever  care  is  exercised  by  Insur- 
ance Companies  not  to  accept  excessive 
amounts  but  to  keep  insurances  well  within 
the  value  (which  is  a  standard  principle),  it 
is  not  possible  to  avoid  mistakes,  and  should 
it  be  provided  that  the  total  amount  of  the 
policy  shall  be  paid  in  the  event  of  loss, 
there  would  be  a  premium  offered  to  the  man 
who  could  evade  the  vigilance  of  the  Com- 
pany and  set  fire  to  his  premises  and  make 
a  profit.  This  loss  would  not  be  borne  by 
the  Insurance  Companies,  and  the  conse- 
quence is  rates  would  have  to  be  raised. 
Another  item  for  consideration  is  that  it  is  very 
difficult  to  determine  the  actual  value  of 
buildings,  even  in  such  a  simple  case  as  that 
of  n  small  dwelling-house  (already  referred 
to) ;  many  are  liable  to  be  deteriorated  from 
various  reasons.  For  instance,  the  erection 
of  an  objectionable  or  noisy  factory  in  the 
neighbourhood,  a  railway  bemg  carried  close 
by,  dry  rot,  white  ants,  &c.  (not  readily  de- 
tected), and  many  other  similar  causes ;  and, 
in  the  country  towns  principally,  through  the 
fluctuation  of  population.  There  are  many 
towns  throughout  the  Commonwealth  where 
a  dwelling-house  in  fairly  good  repair  is  not 
now  worth  one-fourth  part  of  what  it  would 
cost  to  erect,  and  Insurance  Companies  keep 
a  watch  over  this  as  far  as  they  can,  and 
insure  only  very  small  amounts,  some  of 
them  avoiding  such  risks  altogether.  There 
are  other  cases  where  railways  pass  through, 
and  a  place  which  had  been  a  terminus  and 
consequently  a  centre  for  the  surrounding 
country,     depopulates     rapidly     after     the 


original  people  leave  and  there  are  no  new- 
comers, and  consequently  deterioration  takes 
place  there.  All  these  things  are  carefully 
looked  after  in  insurance  practice,  but  in 
spite  of  every  care  mistakes  must  creep  in. 
As  regards  chattels,  an  answer  to  the  question 
appears  almost  superfluous.  Furniture  is 
constantly  changing  or  wearing  out,  and  it 
is  very  easy  to  remove  considerable  values. 
Stocks,  of  course,  vary  greatly  with  the  sea- 
son, and  there  are  other  cau.ses,  and  without 
any  one  being  the  wiser  a  man  m.ay  deplete 
his  stock  in  various  ways  (which  cannot  be 
watched),  so  that  a  full  investigation  is  al- 
ways necessary  after  a  fire.  A  merchant 
will  take  out  a  policy  for  ;^io,ooo  because 
he  has  received  a  shipment  of  goods.  He 
sells  this  from  day  to  day,  and  in  a  fort- 
night's time  there  is  ;;^2,ooo  worth  left,  and 
still,  on  the  supposition  of  the  so-called 
"valued  policy,"  he  would  have  to  be  paid 
his  ;^io,ooo  if  that  j^2,ooo  was  totally  de- 
stroyed. (See  also  Reply  to  Question  No. 
39  ^■) 

33.  Very   good,    if   the    Insurance   Companies'    in- 

terests are  properly  protected,  but  at  present 
against  the  principle  of  insurance. 

34.  It  would  be  against  the  interest  of  the  public 

and  the  Company,  and  would  make  insur- 
ance more  costly. 

35.  A  fire  policy  is  an  indemnity  against  the  as- 

sured's  actual  loss.  Values  fluctuate,  espe- 
cially as  regards  stocks.  Valued  policies 
would  inevitably  cause  more  fires ;  would  pay 
many  assured  to  have  fires;  are  against  the 
best  interests  of  the  community.  No  per- 
son requires,  or  should  require,  more  than  an 
actual  indemnity  such  as  is  now  given  by  all 
Companies. 

36.  This  is  practically  a  proposal  that  the  policy 

should   be   a   valued   policy,    as   against  the 

usual    form   of   indemnity   now   used.  It 

would  not  be  sound  business,  and  would  en- 
courage fraud. 

37.  Any  such  system  would  be  entirely  opposed  to 

the  public  interest  (as  well  as  that  of  Insur- 
ance Companies),  and  would  result  in — 

(i.)  Large  increase  in  arson  and  incen- 
diarism. 

(ii.)  Heavy  increase  in  the  risk  and  danger 
to  human  life  and  property. 

(iii.)  Heavy  increase  in  the  conflagration 
risk  in  cities  and  large  towns. 

(iv.)  Increase  in  the  moral  rislc. 

(v.)  The  necessitv  for  expensive  expert 
valuations  on  the  effecting  of  any  insurance, 
and  on  its  renewal. 

(vi.)  The  conseauent  heavy  increase  in  cost 
to  those  requiring  insurance. 

(vii.)  Fire  insurance  contracts  are  largely 
contracts  of  good  faith,  but  this  character 
would  be  largely  done  away  with,  to  the  dis- 
advantafi;e  of  both  the  insured  and  the  Com- 
pany. 

(viii.)  Except  from  the  fact  that  experi- 
ence (world-wide)  has  proved  the  advantage 
of  the  cost  of  insurance  being  kept  as  low  as 
possible.  Insurance  Companies  are  not  con- 
cerned, as  the  rate  of  premiur"  n-ould  have 
to  be  mnde  to  fit  the  risk. 

In  anv  experiment  of  this  nati'"";  suggested 
in  the  auestion.  before  the  necestsfary  experi- 
ence could  be  gained  to  enable  adequate  rates 
to  be  gauged,  fires  of  such  magnitude    and 
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general  extent  would  probably  wipe  many 
of  the  Companies  out  of  existence.  If  such 
result  occurred,  the  cost  of  Fire  Insurance 
would  be  so  increased  as  to  become  almost 
prohibitive. 

38.  Consider  such  a  proposal  an  incentive  to  arson, 

and  in  course  of  time  every  Company  would 
be  wiped  out  of  existence. 

39.  That  it  is  a  disastrous  proposal  to  the  commu- 

nity, as  has  been  proved  in  several  parts  of 
the  world.     It  places  a  premium  on  fraud. 

40.  This  is  considered  inadvisable  and  impractic- 

able. 

41.  Not  possible,  owing  to  the  fluctuation  in  value 

of  the  interest  insured  owing  to  depreciation, 
deterioration,  or  insufficient  want  of  interest. 
43.  Absolutely  impracticable,  and  opposed  to  pub- 
lic policy  and  safety. 


If 


Question  35. 

Company  require  proofs  of  amount  of  loss 
sustained,  can  it  equitably  retain  premiums 
paid  in  excess  of  the  risk  incurred? 


Re  flies. 

1.  Proof  of  loss  and  premiums  paid  are  two  dis- 

tinct matters,  our  Company  always  inspects 
all  risks  to  prevent  any  question  of  this  kind 
arising.  We  do  not  think  we  have  a  build- 
ing or  stock  in  our  books  over  insured. 

2.  Yes. 

3.  Yes. 

4.  Yes;   for  the  rates  of    premiums    current    are 

based  on  the  existing  conditions.  Any 
alteration  in  the  latter  must  necessarily  affect 
the  question  of  premiums,  and  with  no  cor- 
responding advantage  to  the  public.  The 
Companies  deprecate  over-insurance,  and  in 
their  own  interests  endeavour  to  check  it.  _ 

5.  If   a   policyholder  insure   an   excessive   amount 

I  think  a  Company  could  not  equitably  re- 
tain the  premium  paid  on  such  excess,  pro- 
vided it  were  proved  that  the  excess  was 
material   and  inadvertent. 

6.  When  application    for  insurance    is  first    pro- 

posed, so  far  as  my  society  is  concerned,  an 
inspection  and  valuation  is  made  of  the  risk, 
and  the  amount  approved,  but  we  look  to  the 
assured  who  must  know,  to  notify  any  de- 
preciation or  reduction  in  value  thereafter. 
To  revalue  risks  before  every  renewal  is  a 
matter  of  great  expense,  and  would  neces- 
sarily largely  increase  the  rates. 

7.  Yes. 

8.  Yes ;  as  the    value    may    change  several  time.s 

during  the  currency  of  the  policy. 

9.  Yes ;   as  it  frequently  happens  that  the  value 

of  the  interest  insured  fluctuate?  above  and 
below  the  amount  for  which  the  premium 
has  been  paid. 

10.  Yes. 

11.  Yes;  in  my  opinion.    The  amount  at  ri.sk  at  the 

time  of  the  fire  may  be  less  than  premium  is 
paid  upon,  but  for  the  greater  portion  of  the 
currency  of  the  insurance  <-he  full  amount 
may  be  represented. 

12.  Yes. 

13.  Yes. 

14.  Yes. 

15.  Yes. 

16.  This  is  a  legal  question  whion  I  am  afraid  T 

am  unable  to  answer,  but  we  have  been  ad 
vised  by  our  solicitors  that  we  can  equitably 
retain  the  premiums. 


21. 

22. 


23- 
24. 


17.  This  being  a  legal  question,   we  consulted  our 

solicitor,   who  says,    "  Yes." 

18.  Certainly;  a  policy  may  be   for  ;£  1,000,   and 

the  loss  £,S°°  only;  the  policy  would  be 
reduced  by  jQs°°>  ^"^  still  remain  in  force 
for  that  sum.  Losses  are  not  always  total, 
and  my  experience  is  that  when  it  is  total, 
the  difference  between  the  loss  and  policy 
face  value  is  not  very  great. 

19.  The  Company  agrees  to  indemnify  the  insured 

against  loss  sustained  for  an  agreed  pre- 
mium. It  is  difiicult  to  see  upon  what  legal 
or  equitable  grounds,  a  readjustment  of  the 
terms  of  the  contract  should  be  made,  after 
the  event  insured  against  has  happened.  In 
the  event  of  such  a  proposition  being 
seriously  entertained,  it  would  necessitate  a 
substantial  increase  in  rates. 

20.  If  the  Company  is  aware  of  the  circumstance, 

it  should  make  a  refund. 

Yes. 

Yes.  If  loss  is  not  total,  the  balance  of  the 
policy  is  still  good  for  the  property  that  re- 
mains. 

Yes;  because  the  full  value  may  have  been  at 
risk  nearly  the  whole  time. 

Certainly.  Although  at  time  of  fire  the  value 
of  the  insured  property  may  have  been  below 
the  amount  of  the  policy,  yet  at  other  times 
it  may  have  been  fully  equal  thereto. 
Always  the  Company  was  liable,  in  certain 
contingencies,  to  the  full  extent  of  its  policy. 

25.  Watchfulness     against     over-insurance     makes 

payment  of  excess  premium  improbable. 
Stocks  vary  in  value  in  course  of  a  year,  or 
during  currency  of  a  policy.  Fact  not  over- 
looked in  fixing  rates  of  premium. 

26.  Yes.     In  the  opinion  of  our  solicitor. 

27.  No  Company  knowingly  allows  over-insurance. 

Where  the  policy  covers  a  larger  sum  than 
the  value  of  the  insured  property,  there  is 
either  misrepresentation  on  the  part  of  the 
assured  in  making  the  proposal,  or  careless- 
ness in  not  advising  the  office  of  changes  in 
the  nature  of  the  risk. 

Yes. 

In  the  case  of  a  partial  loss,  it  is  usual  to  re- 
duce the  amount  of  the  policy  by  the  amount 
paid,  and  keep  the  balance  of  the  policy  in 
force  till  the  end  of  the  term. 

Yes. 

The  Companies  might  certainly  Return  pre- 
miums under  Fire  policies  when  losses  occur, 
and  it  is  found  that  the  property  is  over- 
insured,  as  a  valuation  of  the  property  in- 
sured is  then  made.  It  would  be  impos- 
sible, however,  to  carry  this  back  previous 
to  the  existing  policy,  as  no  data  could  be 
furnished  shewing  the  value  under  previous 
insurances,  the  amount  of  premium  that 
could  be  returned  under  these  conditions 
would  be  infinitesim^. 
32.  I  hardly  understand  the  question,  because  the 
equity  of  retaining  premiums  paid  in  excess 
of  the  risk  incurred  must  necessarily  be  ir- 
respective of  whether  any  loss  is  sustained 
or  not.  Viewing  the  question  from  that 
point,  I  should  say  that  it  not  only  applies 
to  the  original  premiums  paid  in  excess  of 
the  risk  incurred,  but  the  Company  should 
be  allowed  to  charge  an  extra  amount  for 
the  extra  moral  hazard  incurred  by  misrepre- 
sentation of  value,  leading  to  over-insurance, 
and  consequent  increase  in  the  moral  risk. 
[  have  elsewhere  shown  that  it  is  not  prac- 
ticable on  the  part  of  the  insuring  Company 
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to  determine  exactly  the  value  of  the  pro- 
perty at  risk  at  any  one  moment.  To  admit 
that  the  return  premium  should  be  made  on 
account  of  over-insurance  would  involve  a 
further  difficulty  as  a  daily  adjustment  of 
value  at  risk  would  have  to  be  made,  which 
would  give  infinitely  more  trouble  and  cost 
to  the  insured  than  he  would  save  by  the 
adjustment  of  premiums  by  the  Company ; 
for  it  would  be  more  trouble  to  the  Com.pany, 
by  which  rates  would  necessarily  be  raised.  In 
addition,  the  adjustment  so  made  of  the  pre- 
miums would  be  more  costly  to  the  insured, 
because  an  alteration  would  have  to  be  made 
to  the  amount  insured  from  time  to  time,  and 
short  period  rates,  which  are  on  a  much 
higher  scale  than  annual  rates,  would  have  to 
be  paid,  which  would  make  up  a  total  pre- 
mium of  a  greater  sum  than  that  payable  on 
a  continuous  policy  for  the  larger  amount. 
Every  insured  knows  whether  his  property  is 
over-insured  or  not,  and  no  Company  would 
over-insure  (except  in  unavoidable  cases) ; 
and  if  they  know  of  that  over-insurance, 
would  cancel  at  the  earliest  possible  moment. 
Over-insurance  implies  a  belief  on  the  part 
of  the  insured  that  he  has  superior  know- 
ledge, that  he  has  hoodwinked,  or  can  hood- 
wink, the  Company,  and  that  he  is  willing 
to  pay  extra  premium  on  the  chance  of 
getting  a  sum  larger  than  represents  the 
amount  of  his  loss. 

33.  Under  present  system,  yes. 

34.  Yes ;  as  the  value  may    change    several    times 

during  the  currency  of  the  policy. 

35.  Certainly. 

36.  Yes.     If    this    were    equitable,    it     would     be 

equally  so  to  return  the  premium  to  an  in- 
sured person  who  has  had  no  fire  during  the 
year.  The  premium  is  paid  for  an  indem- 
nity up  to  the  face  value  of  the  policy. 

37.  Yes;   without   doubt.        The   system  of   rating 

under  present  conditions  of  insurance  is 
based  on  the  assumption  that  the  sum  in- 
sured, and  the  actual  value  is  the  same,  or 
practically  so,  and  Companies  when  making 
fire  contracts  believe  that  they  will  be  called 
upon  to  pay  the  full  insured  amount.  In 
all  cases,  except,  perhaps,  buildings,  and 
certainly  in  the  case  of  merchandise, 
goods,  stocks,  and  the  like,  the  Company 
probably  runs  the  full  risk  at  some  period 
of  the  contract.  Why,  therefore,  if  such 
lisk  had  been  run,  should  premium  be  re- 
turned because  at  the  time  of  loss  the  value 
happened  to  be  reduced  ?  The  question  is 
again  one  merely  of  cost,  and  if  premiums 
are  not  to  be  retained,  the  necessary  adjust- 
ment and  increase  of  rates  will  have  to  be 
made.  The  matter  is  in  the  hands  of  the 
insured,  i.e.,  not  the  Company.  In  other 
words,  if  there  be  no  over  insurance,  the 
question  will  not  arise.  Even  in  the  case  of 
buildings,  there  are  fluctuations  in  values  of 
labour,  material,  etc.,  and  even  compara- 
tively sudden  unlooked  for  depreciation  in 
value  by  change  of  local  values.  An  actual 
instance  is  as  follows  : — A  bought  a  house 
which  cost  ^1,000  for  ^^500,  owing  to  the 
country  becoming  liable  to  flood.  He  in- 
sured for  ;^Soo,  although  it  could  not  be  re- 
-built  for  less  than  ;£i,ooo.  His  investment 
proved  very  bad,  and  he  offered  to  sell  to  B 
for  ;^40o.  If  it  had  been  burnt  just  prior 
to  such  offer  the  Company  would  have  had 
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to  pay  £,s°°'>  why,  therefore,  if  the  build- 
ing had  been  destroyed  after  such  offer  to 
sell,  and  they  had  paid  ;£400,  should  pre- 
mium be  returned  on  the  jQt-oo. 

The  amount  of  premium  is  so  trifling  that  it  is 
not  worth  consideration,  and  if  values  had 
to  be  ascertained  before  a  fire  occurred,  pre- 
miums would  have  to  be  raised  very  con- 
siderably. 

Certainly;  because  the  amount  of  the  polic)* 
represents  the  limit  of  the  risk  incurred  by 
the  Company,  and  it  is  quite  possible  that 
at  any  other  period  than  the  actual  day  of 
fire,  the  whole  amount  was  at  risk. 

Yes. 

Yes ;  for  amount  of  policy  may  have  been  at 
risk  during  the  major  part  of  the  currency 
of  the  policy. 

Yes ;  as  the  contract  is  plainly  one  of  indem- 
nity for  loss  sustained,  no  one  is  asked  to 
take  a  policy  covering  more  than  his  loss 
could  be.  He  is  in  the  same  position  as  any 
one  else  who  buys  something  he  does  not 
want,  and  under  the  circumstances,  no  trader 
would  take  back  the  goods,  and  refund  the 
money  after  such  goods  had  been  used. 
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Question  36. 

you  consider  that  such  excess  should  be  re- 
turned ? 

Replies. 

Yes,  we  think  the  premiums  should  be  adjusted 
if  such  a  case  arises. 

No. 

No. 

No. 

Yes. 

In  the  circumstances,  no. 

No. 

No. 

No. 

No.  The  insured  has  the  option  to  review 
amount  insured  at  any  time  prior  to  loss  hap- 
pening, but  cannot  equitably  claim  refund 
after  the  occurrence  of  the  contingency  in- 
sured against. 

No. 

No. 

No. 

No. 

No. 

This  also  is  a  legal  question  which  I  cannot 
answer,  but  the  opinion  of  our  solicitors  is 
that  it  need  not  be  returned. 

Our  solicitor  says — No. 

Only  in  cases  of  deliberate  over-re-insurance  by 
the  Company,  but  not  in  cases  where  the 
owners  of  the  property  make  a  false  state- 
ment as  to  values,  and  on  a  loss  occurring 
endeavours  to  recover  from  the  Company 
more  than  the  amount  of  his  real  loss. 

No,  for  reasons  indicated  in  reply  to  Question 
No.  35. 

See  reply  to  Question  No.  35. 

No. 

See  reply  to  Question  No.  35. 

Certainly  not. 

No. 

See  reply  to  Question  No.  35. 

No.     In  the  opinion  of  our  solicitor. 

Certainly  not  after  a  claim  has  occurred.  If 
discovered  by  the  Company  during  the  cur- 
rency of  the  policy,  and  before  a  fire  occurs, 
the  Company  will  usually  reduce  the  line, 
and  make  a  frn  rata  return  of  premiimi  on 
its  own  initiation. 
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No. 

No. 

No. 

See  reply  to  Question  No.  35. 

This  is  answered  virtually  under  Question  No. 
35,  and  I  may  add  that  the  whole  proposi- 
tion seems  too  involved,  and  sucli  cases  are 
comparatively  trivial,  and  would  never  com- 
pen.sate,  and  if  the  suggested  rule  were  ap- 
plied, the  expense  of  carrying  it  out  would 
very  many  times  exceed  any  benefit  to  be 
derived. 

Under  present  system,  no. 

No. 

No,  because  during  the  currency  of  the  policy 
the  value  at  risk  might  be  equal  to  or  greater 
than  the  amount  of  the  policy,  although  at 
the  time  of  the  iire  it  might  happen  to  be 
less. 

No,  certainly  not. 

No. 

No. 

No. 

No. 

No. 

No, 


Question  37. 
Does  your  Company  ever  issue  "  valued  "  policies? 

Replies. 

1.  No. 

2.  Not  in  the  State  of  Victoria.    Have  no  informa- 

tion regarding  oiher  places. 

3.  No. 

4.  No. 

5.  No,  except  practically   as   regard.';   pictures  and 

works  of  art.    The  fire  policy  does  not  speci- 
fically admit  the  interest  as  "  valued." 

6.  No. 

7.  Not  in  Australia. 

8.  Not  that  I  am  aware  of. 

9.  No. 
10.  No. 
ir.  No. 

12.  No. 

13.  No. 

14.  No. 

15.  Not  in  Australia. 

16.  No. 

17.  Not  at  this  agency.     We  cannot  say  whether 

they  do  or  not  in  other  countries. 

18.  Not  to  my  knowledge. 

19.  Not  in  Australia. 

20.  No. 

21.  No. 

22.  No.       Specific  sums  usually  put  upon  pictures 

and  works  of  art. 

23.  In  fire  business  ?—A^«t;(?f. 

24.  No. 
25    No. 

26.  No. 

27.  No. 
2^.   No. 

29.  No. 

30.  Believe  not. 

31.  No,  contrary  to  public  policy. 
3J.  No. 

33.  Not  in  Queensland. 

34.  Not  that  I  am  aware  of, 
35-   ^0. 


3<i- 

No. 

ii- 

No. 

38. 

No. 

39- 

Not  in  Australia,  at  any  rate. 

40. 

No. 

41. 

No. 

42. 

No. 

43- 

I  cannot  say  j  would  not  think  .so. 

QueitioH  38. 

Do  you  know  whether  the  principle  of  "  Valued  " 
policies  has  even  been  extensively  applied  in 
Australia. 

Replies. 

No. 

Never  extensively  applied. 

It  has  not. 

Never  extensivelv  applied. 

No. 

No. 

I  think  not. 

It  has  not. 

1  do  not  know. 

It  has  not  been  applied  at  all. 

Think  not. 

Not  to  my  knowledge. 

Do  not  know. 

I   do  not. 

I  think  not. 

I  am  practically  certain  that  it  has  never  been 

applied  at  all. 
It  has  not  to  our  knowledge. 
No. 

Not  to  my  knowledge. 
I   have  never  heard   that  any   Company  issues 

valued  policies. 
I  believe  not. 
No. 

Never  heard  of  it. 
It  has  not. 
Believe  not.      Re-Insurance  in  such  cases  being 

impossible. 
No. 
No. 

Have  never  heard  of  it. 
No,  it  has  not. 
Believe  not. 
No,  it  has  not. 
It  has  not. 
Cannot  say. 

It  has  not.  * 

Never  applied  in  the  Commonwealth,  excepting, 

perhaps,  as  regards  pictures,  or  other  works 

of  art. 
Valued  policies  must  be  of  very  rare  occurrence. 
It  has  never  been  applied. 
It  has  not  ever  been  applied,  as  far  as  we  know. 
It  has  not. 
No, 

T  am  not  aware  that  It  has  ever  been  so  applied. 
Nevei*  applied  to  my  knowledge. 


1. 

2. 

3- 

4- 

5- 
6. 

7- 
8. 

9- 
I'.', 
tf. 
12. 

13- 
14. 

15- 
16, 

'7- 
18. 
19. 

20. 


23 

i',. 


if,. 
27, 

29. 

2° 
3'. 


34. 

35- 

36 
37- 
,^?. 
39- 
40. 
41, 

4;'. 


Question  39. 

(a)  Has  your  Company  had  any  experience  of 
"valued  "  policies  in  any  other  par^  of  the 
world  ? 

{f>)  If  so,  give  particulars. 
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1 .  (<;)  Wo  do  iigt  tako  them. 

2.  Tresuine  so,  but  have  no  details, 

3.  (a)  I  have  no  deluiite  intormatiou  on  the  point, 

but  understand  that  one  or  two  States  in 
America  passed  a  law  compelling  the 
issue  of  valued  policies,  but  which  was 
very  soon  repealed,  as  nearly  all  Fire 
Insurance  Companies  ceased  doing  busi- 
ness in  that  State. 

4.  {a)  Ves,   in    Ainerica   "  valued    policy   bills " 

have  frequently  Ueyn  introduced,  but  we 
believe  the  system  has  been  abandoned 
as  unworkable. 
(A)  tor  definite  information  we  should  have  to 
apply  to  our  head  office. 

5.  {a)  No. 

6.  (a)  No. 

7.  (a)  I  cannot  say. 
a.  (a)  I  cannot  say. 
9.  (a)  I  do  not  know. 

10.  (0)  No. 

11.  (a)  No. 

12.  (a)  Not  to  my  knowledge. 

13.  (a)  No. 

14.  la)  No. 

15.  {a)  I  cannot  say. 

16.  (ij)  Not  as  far  as  I  am  aware.      So  far  as  I 

know  the  only  country  in  v/hich 
"  valued  "  policies  are  issued  is  the 
United  States  of  America,  from  which 
country  we  withdrew  in  1894- 

17.  (a)  We  d<)  not  know. 

18.  id)  Caniret  »ay. 

19.  (41)  I  am  iinablp  |o  say  what  is  clone  elsewhere. 
30.  (())  No. 

21.   (a)  Ni). 

2  3.   {a)  No. 

23.  {a)  No.  The  principle  of  valued  jKilicies  is 
so  contrary  to  the  principle  of  indemnity 
jar  iass  thiit  we  have  nover  taken  it  up. 

34.   (a)  So  far  as  I  am  aware,  no. 

25.  (a)  Not  to  my  knowledge. 

26.  (a)  I  cannot  say,  as  I  have  no  information  at 

this  branch. 
37.  (a)  Not  that  I  know  of. 

28.  (a)  Not  .so  far  ai  I  am  aware. 

29.  (a)  Not  to  my  knov.dedge. 

30.  (a).  Do  not  know. 
3f-  M  No. 

33.  (a)  Yes.  In  the  United  State.s.  I  am  not 
able  to  imp&rt  information  as  to  the 
exact  legi-ilation,  although  T  have  read 
some  of  the  Acts,  and  I  note  that 
wherever  such  legislation  has  been  at- 
tempted it  has  been  invariably  followed 
by  a  large  increase  in  premiums,  and  by 
the  withdrawal  of  insurance  facilities. 
Insurance  legislation  in  the  United 
States  is  under  State  control,  and  in 
some  of  the  States  (although  I  cannot 
charge  my  memory  exactlv  which)  which 
adopted  this  law,  it  has  been  repealed, 
having  been  demonstrated  to  be  simply 
a  premium  upon  fraud  and  arson.  Some 
companies  have  retired  from  business  in 
those  States. 
(h)  There  is  m.ore  interference  with  insurance 
busines.'i  in  some  of  the  less  enlightened 
States  of  the  United  States  than  in  any 
other  part  of  the  world,  except  in  one 
or  two  of  the  South  American  Republics, 
and  it  is  found  that  when  this  ignorant 
interference  in  ordinary  business  trans- 
actions is  carried  out,  fires  are  caused 
and  rate.s.  go  up.  whereby  honest  people 
pay  for  dishonest. 
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(a)  Cannot  say. 

(<2)  I  cannot  say. 

(a)  No  valued  policies   issued  in   any   country 

in  which  we  operate. 
(a)  No. 
(a)  No, 
{a)  No. 

(tf)  I  do  not  know. 
(a)  No. 
(a)  No. 
(a)  Cannot  say. 


Queftion  40. 
(a)  Do   you   consider   the   principle  of     "  valued  " 

policies  a  satisfactory  one   to   apply   to   fire 

insurance  business  ? 
{^)  Give  reasons  for  your  opinion. 

Replies. 

1.  (a)  No. 

(b)  Simply  this:  If  property  is  msured  for 
jQ\o,ooQ,  and  a  small  fire  occurs  doing 
;^'jc.  damage,  it  would  be  fraud  to  pay 
more  than  ;£io,  as  no  further  loss  has 
been  sustained. 

2.  (a)  No. 

{b)  See  reply  to  Question  No.   34. 

3.  {a)  No. 

{b)  This  has  already  been  replied  to  under 
Question  34. 

4.  (a)  Nq. 

{b)  Valiied  policies  would  necessitate  expert  in- 
spection before  acceptance  of  the  risk 
and  re-valuatjon  of  practically  every  risk 
prior  to  renewal,  and  consequently  for- 
midable increase  in  the  coat  of  in- 
surance. They  would  further  en- 
courage over- insurance  and  arson, 
Apart  from  the  latter  consideration  over- 
insurance,  and  often  full  insurance, 
leads  to  want  of  care,  and  consequent 
loss  to  the  insurer,  and  to  damage  to 
property  other  than  the  insured's  own 
property. 

5.  {a)  No. 

{h)  My  opinion  is  that  the  principle  would  not 
be  equitable,  owing  to  varying  values 
from  time  to  time. 

6.  (a)  No. 

(h)  Would  open  the  door  to  fraud,  and  would 
undoubtedly  lead  to  an  increase  in  the 
number  of  fires  wilfully  caused. 

7.  {a)  No. 

{b)  See  replv  to  Question  No.  34. 

8.  («)  No. 

(o)  Makes  fraud  easier. 

9.  (fl)  No, 

(b)  Fire   insurance   is   nn   idemnity   for    actual 
less  incurred,   whereas  a  valued  policy 
might,  in  all  probability  would,  be    a 
means  for  profit-making  by  fire. 
10.  {9)  No,       Most    unsatisfactory  and    most    un- 
desirable in  the  interests    of    all    con- 
cerned- 
(b)  See  reply  to  Question  No.  34. 
u.  (a)  No. 

{b)  The   expense   of   valuation   w-ould   in   most 
cases  far  exceed  the  cost  of  insurance. 
13.   {a)  No. 

(b)  Already  dealt  with,   see  reply  to  Question 
No.  34. 
13.   (a)  No. 

{b)  Unwise  to  upset  structure  of  present  Fire 
Insurance  methods,  which  are  based  on 
the  experience  of  years. 
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14-  (a)  No. 

15.  (a)  No. 

(b)  See  reply  to  Question  No.  34. 

16.  I    do    not   consider     the    principle     of     valued 

policies  is  a  satisfactory  one  to  apply  to  Fire 
Insurance.  The  practice  would  abolish  the 
foundation  of  all  Fire  Insurance,  viz.,  in- 
demnity for  actual  loss  sustained.  This 
rule  of  indemnity  was  very  fully  set  forth 
by  Lord  Justice  Brett,  in  Castellain  v. 
Preston    (n    Q.B.D.,    397),    as    follows: — 

"  The  very  foundation,  in  my  opinion, 
of  every  rule  which  has  been  applied  to 
insurance  law  is  this,  namely,  that  the 
contract  of  insurance  contained  in  a  marine 
or  fire  policy  is  a  contract  of  indemnity, 
and  of  indemnity  only,  and  that  this  con- 
tract means  that  the  assured,  in  case  of 
a  loss  against  which  the  policy  has  been 
made,  shall  be  fully  indemnified,  but  shall 
never  be  more  than  fully  indemnified. 
That  is  the  fundamental  principle  of  in- 
surance, and  if  ever  a  proposition  is 
brought  forward  which  is  at  variance  with 
it,  that  is  to  say,  which  either  will  prevent 
the  assured  from  obtaining  a  full  indem- 
nity, or  which  will  give  to  the  assured 
more  than  a  full  indemnity,  that  proposi- 
tion must  certainly  be  wrong." 
With  this  view  I  fully  concur. 

A  Fire  Insurance  policy  on,  say,  house- 
hold goods  and  furniture,  may  continue  in 
existence  for  a  very  long  period,  during 
which  the  value  would,  by  wear  and  tear, 
suffer  a  continuous  gradual  diminution,  and 
if  in  the  course  of  time  a  fire  occurred 
and  the  face  value  of  the  policy  were  paid, 
it  is  obvious  that  the  insured  would  be  get- 
ting new  goods  for  old. 

In  the  case  of  pictures,  for  example,  it 
is  well  known  that  very  great  fluctuation 
exists  in  the  prices.  At  the  Ismay  sale,  at 
Christie's,  on  4th  April,  1908,  six  pictures 
for  which  the  owner  had  paid  4,345  guineas, 
only  fetched  964  guineas. 

It  may  be  argued  that  it  is  the  duty  of  the 
Insurance  Companies  to  see  that  the  amount 
of  insurance  never  at  any  time  during  the 
currency  of  the  policy  exceeds  the  value  of 
the  property  insured,  but  it  is  obvious  that 
to  do  this  would  mean  a  continuous  system 
of  inspection,  which  would  not  only  be 
harassing  to  the  insured,  but  would  add 
enormously  to  the  cost  of  insurance.  It 
has  been  suggested  in  some  quarters  that  an 
inventory  of  the  contents  of  a  building  ought 
to  be  made  and  deposited  with  the  Company 
as  part  of  the  contract,  but  if  this  were  done 
it  would  bind  the  assured  down  to  recover 
only  upon  the  identical  property  referred  to 
in  the  inventory,  and,  in  the  case  of  stocks 
which  are  constantly  changing,  and  house- 
hold goods  and  furniture,  which  are  fre- 
quently replaced,  would  entail  a  system  of 
alterations  in  the  inventory,  which  would 
become  burdensome  and  expensive  to  both 
parties.  Under  the  present  system,  as  the 
policies  are  worded,  contents  of  buildings 
are  insured  in  general  terms,  and  therefore 
there  is  no  necessity  for  notifying  alterations 
or  additions  made  by  reason  of  renewals  of 
stock  or  furniture. 

17.  (a)  No. 

{b)  Please  see  reply  to  Question  No.  34. 


x8.   {a)  Certainly  not,    see  reply  to    Question  No. 
34,   which  is  practically  identical. 
{b)  See  reply  to  Questioa  No.  34. 

19.  (a)  We  regard   the  principle   as    a    most   per- 

nicious one. 
{b)  (i.)  It  is  contrary  to  the  basis  of  Fire  In- 
surance, viz.,  that  a  Fire  Insurance 
policy  is  a  policy  of  indemnity,  i.e., 
compensation  for  actual  loss  sustained. 
It  is  difficult  to  believe  that  the  sys- 
tem which  has  been  found  satisfactory 
to  the  commercial  community  through- 
out the  world  is  either  unsound  in 
principle  or  inequitable  in  pragtice. 
(ii.)  Every  description  of  property  is  liable 
to  fluctuation  in  value.  Buildings 
deteriorater  merchandise,  wool,  and 
wheat  are  liable  to  fluctuations  of 
market  prices.  To  suggest  that  goods 
valued  to-day  at  _2i,ooo,  which 
may  not  be  saleable  at  the  time 
of  fire  for  ^£500  should  be  paid  for 
by  the  Insurance  Company  at  the  first- 
mentioned  sum,  would  obviously  be  a 
direct  incentive  to  fraud. 

(iii.)  It  is  obvious  that  a  valuation  by  the 
Companies  would  need  to  be  con- 
tinuous, and  therefore  expensive,  and 
the  present  rates  would  not  stand  the 
additional  expense. 

(iv.)  To  establish  as  a  legal  principle  that  a 
man  may  make  a  profit  out  of  a  fire 
would  certainly  increase  the  number 
of  fires,  with  a  more  than  correspond- 
ing increase  in  the  amount  payable. 
Companies  would  then  either  have  to 
cease  doing  business,  or  increase  rates 
to  a  point  that  would  cover  the  in- 
creased losses.  This  would  probably 
be  found  to  be  an  undue  burden  upon 
the  industry  of  the  country.  It  must 
be  borne  in  mind  that  a  fire  loss  is 
always  a  waste  of  productive  activity 
of  a  community. 

20.  {a)  No.       It   would   encourage   fraud,    and   be 

the  means  of  increasing  the  cost  of  Fire 
Insurance  to  the  public. 

21.  (a)  No. 

{b)  Values  may  depreciate,  and  a  temptation 
to  incendiarism  would  thus  be  placed  in 
the  insured's  way. 

22.  (a)  Inequitable.      Would  lead  to  fraud. 

{b)  Impossible  to  control  the  ever-varying  quan- 
tity and  value  of  merchandise,  or  con- 
tents of  a  building. 

23.  (a)  No.     See  reply  to  Question  No.  34. 

{b)  See  above.  The  fundamental  principle  of 
Fire  Insurance  is  indemnity  for  loss, 
and  nothing  more. 

24.  {a)  I  do  not. 

{b)  See-  reply  to  Question  No.   34. 

25.  (a)  No. 

{b)  Contrary  to  public  policy,  and  unknown  in 
the  history  of  Fire  Insurance  practice. 

26.  {a)  No. 

{b)  My  reply  to  Question  No.  34  would  also 
apply  to  this  question. 

27.  {a)  No. 

{b)  The  introduction  of  this  system  would 
mean  the  annual  valuation  of  every 
building  and  its  contents  by  the  Com- 
pany, and  the  resulting  expense  to  the 
assured  would  be  far  greater  than  the 
expected  benefit. 

28.  (a)  No. 

{b)  The  principle  is  unsound  and  unworkable. 
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zg.  (a) 


33-  W 
(6) 


34-  («) 

35-  W 

36.  (a) 


37-   (a) 


38. 

{b) 
(«) 
(A) 

39- 

{b) 

40. 

(b) 

41. 

43-   (a) 
(b) 


No. 

See  reply  to  Queslioii  No.  34. 

No. 

Could  only  lead  to  fraud,  and  at  best  a 
very  big  increase  in  rates. 

Replies  to  (Questions  No.  34  and  No.  35 
will  also  apply  here.  It  is  the  same 
question  asked  in  a  different  way. 

See  above. 

There  can  be  no  "principle"  of  valued 
policies. 

Given  elsewhere.  ' 

Not  generally. 

Because  of  the  difficulty  and  expense  of 
arriving  at  correct  valuation,  prior  to 
insurance,  and  of  maintaining  such 
valuation  during  currency  of  policy. 

No. 

Makes  fraud  easier. 

Certainly  not. 

Already  given.     See  reply  to  Question  No. 

34- 

No. 

If  such  a  principle  were  adopted  it  would 
be  necessary  for  values  to  be  agreed 
upon  between  the  insurer  and  the  fire 
office.  This  would  involve  the  employ- 
ment of  experts  for  whose  services  the 
insured  would  be  required  to  pay,  either 
in  fees  or  increased  rate  of  premium. 
This  valuation  in  the  case  of  buildings 
would  have  to  be  repeated  annually,  and 
the  cost  to  the  insured  would  be  in  some 
cases  be  equal  to  the  premium.  In  re- 
gard to  stocks,  which  continually  fluc- 
tuate in  quantity  and  value,  it  would 
be  absolutely  impracticable. 

No.  The  replies  to  Questions  Nos.  34  and 
35  are  practically  full  replies  hereto. 

See  above. 

N6. 

It  would  encourage  fires,  particularly  in 
bad  times. 

No. 

It  is  against  the  public  interest.  See  my 
reply  to  Question  No.  34. 

No. 

It  would  open  the  door  to  fraud,  and  prove 
also  a  serious  danger  to  the  community. 

No. 

A  fire  policy  is  only  a  policy  of  indemnity. 
Given  a  valued  policy,  you  would  pay 
the  amount  thereof  in  event  of  a  loss, 
whether  it  be  an  indemnity  or  consider- 
ably more  than  one. 

Impracticable,  and  opposed  to  all  principles 
of  indemnity. 

Opposed  to  public  policy,  and  a  practice 
that  would  encourage  and  allow 
"wagering"  policies,  which  are  pro- 
hibited by  law  in  otiier  parts  of  the 
world. 


Section  XIII. — Extent  of  Insurance. 
Question  41. 

(a)  I.   Do  you  consider  it  desirable  that  a  property 

should  be  insured  to  its  full  value,  or  other- 
wise? 

(b)  Give  reasons  for  your  opinion. 

Refilies. 
I.  (a)  In  some  cases,  yes;  in  others,  no. 

(1^)  In  case  of  stocks  worth  _;£ioo,ooo,  yes ; 
for,  if  a  fire  occurs  doing  damage  to 
extent  of  ;£i,e)oo,    then    such    damage 


2.  {a) 
(b) 


3-  («) 
(b) 


4.  (a) 


5-  (a) 
(b) 


6.   (a) 
(b) 


(a) 
(b) 


8.  (a) 
(b) 


9.  (a) 

(b) 

10.  (a) 

(b) 


(a) 
(b) 


should  all  be  paid  for;  but,  if  valued 
at  ^100,000  and  insured  for  _£8o,ooo, 
and  damage  amounted  to  ;£  1,000,  the 
insurance  only  being  to  4/5ths  of  value 
only,  4/sths  of  loss  should  be  paid,  as 
owner  took  i/5th  of  entire  risk. 

No.     Should  not  be  insured  to  full  value. 

The  insured  should  take  part  of  the  risk 
to  make  him  careful.  With  freedom  from 
chance  of  loss,  the  fully  insured  man 
would  be  a  danger  to  the  community. 

No,  it  should  not  be  insured  to  its  full 
value. 

If  a  property  is  insured  to  the  full  value, 
people  are  apt  to  be  careless,  and  not 
take  proper  precautions  against  fire.  In 
my  opinion,  every  owner  should  be  a 
loser  to  a  small  extent  in  event  of  loss  by 
fire. 

and  (b).  In  the  case  of  wooden  structures 
and  stocks,  and  such  like  risks,  under- 
insurance is  generally  desirable,  in  that  if 
the  owner  is  his  own  insurer  for  a  portion 
of  the  risk,  he  will  exercise  greater  care, 
thus  ensuring  greater  safety  to  himself 
and  adjacent  properties. 

Apart  from  this  consideration,  the  question 
becomes  largely  one  of  rate  and  insertion, 
in  the  contract,  of  the  average  clause. 
Brick  and  stone  risks,  for  instance,  yield 
a  considerable  portion  of  partial  losses, 
and  a  heavier  rate  of  premium  would  be 
necessary  to  meet  such  with  a  relatively 
small  insurance,  if  there  were  no  average 
clause  in   the   policy. 

It  has  been  computed  that  liability  to  loss 
under  full  insurance  would  not  exceed 
about  four  times  the  liability  under  an 
insurance  of  i/ioth  of  the  value. 

Altogether  depends  upon  circumstances. 

I  have,  no  objection  to  full  insurance  on 
first-class  risks.  As  a  matter  of  fact, 
owners  of  superior  property  prefer  not 
to  pay  the  premium  for  insurance  of  full 
value.  It  is  better  from  an  insurance 
point  of  view  for  second-class  risks  not 
to  be  insured  to  full  value,  so  that  the 
insured  may  be  induced  to  exercise  proper 
care. 

In  some  cases,  yes ;  other  cases,  no. 

Unless  the  average  clause  applies,  my 
society  does  not  encourage  its  customers 
to  insure  for  more  than  the  actual  value, 
but  rather  for  something  less,  and  dis- 
courages the  insured  paying  premium  on 
a  larger  amount  than  he  can  possibly  be 
entitled  to  recover  in  case  of  loss. 

No. 

An  insurance  office  prefers  that  the  insured 
should  run  a  part  of  any  particular  risk, 
but  in  special  cases  is  willing  to  give  ful'. 
cover. 

In  some  cases,  yes ;  in  others,  no. 

Some  property  in  trust,  and  some  other 
classes,  I  see  no  objection ;  but  in  the 
large  majority  of  cases  I  think  the  in- 
sured should  carry  some  of  the  risk. 

Depends  on  the  property  and  its  owner. 

Experience. 

It  depends  upon  the  circumstances  of  the 
case. 

As  a  general  rule,  we  prefer  that  insured 
should  carry  a  part  of  the  risk,  as  it  in- 
sures a  certain  amount  of  precaution. 

Not  to  the  full  value. 

Would  lead  to  a  large  increase  in  the  num- 
ber of  losses. 
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13- 

14- 

15- 

(a) 

i6. 

(«) 

(*) 

12.  (a)  Depends  entirely  upon  the  nature  of  risk 
and  character  of  insured. 

See  reply  to  (a)  above. 

No. 

In  certain  circumstances,  it  is  desirable  that 
an  owner  should  retain  some  interest  in 
safeguarding  the  property. 
Otherwise. 

People  should  run  a  portion  of  the  risk,  as 
it  will  make  them  more  careful,  and  thus 
look  after  the  Company's  interest  as  well 
as  their  own. 

No. 

An  insurance  office  prefers  that  the  insured 
should  run  a  part  of  any  particular  risk, 
but  in  special  cases  is  willing  to  give  full 
cover. 

Generally  speaking,  I  consider  it  advisable 
that  property  should  not  be  insured  to  its 
full  value. 

The  practice  tends  to  make  the  insured  care- 
ful, as  in  the  event  of  a  fire  destroying 
all  his  property,  he  would  be  his  own  in- 
surer for  the  difference  between  the 
amount  insured  and  the  value  of  the  pro- 
perty. 

17.  (a)  In  some  cases,  to  full  value;  in  others,  not 

to  full  value.     Generally  speaking, 'not  to 
full  value. 
(b)  We  think  every  case  must  be  considered  on 
its  merits. 

18.  (a)  In  certain  cases  to  its  full  value,  but  gene- 

rally for  less  than  its  full  value. 

(5)  A  person  is  entitled  to  insure  for  the  actual 
value  of  his  property,  but  in  many  cases 
it  is  desirable  for  the  insured  to  have 
some  share  of  the  risk,  in  order  to  make 
him  more  careful  than  he  might  other- 
wise be. 
15.  («)  We  prefer  that  property  should  be  insured 
for  somewhat  less  than  its  full  value. 

(b)  Oyr  experience  is  that  fires  are  less  likely  to 
happen  where  the  sum  insured  is  less  than 
the  value  of  the  property. 

20.  («)  No,  unless  under  special  circumstances. 
{b)  The   assured    should   carry   portion   of    the 

risk. 

21.  (a)  No.     The  insured  should  always  have  some 

stake  at  risk. 

(*)  Having  no  interest  in  the  property,  the  in- 
sured would  be  likely  to  become  careless 
in  taking  precautions  against  fire. 
2a.  (a)  Generally  speaking,  it  is  desirable  to  main- 
tain an  uninsured  margin. 

(b)  It  stimulates  care. 

23.  (a)  As  a  broad  principle,  no,  I  do  not. 

(b)  It  is  always  well  the  insured  should  run 
some  risk  himself,  to  induce  care. 

24.  (a)  The  desirable  thing,  in  my  opinion,  is  that 

property  should  never  be  insured  for 
more  than  90  per  cent,  of  value. 
(b)  In  the  public  interest  I  think  it  desirable 
that  every  insured  person  should  have  a 
substantial  interest  in  avoiding  or  pre- 
venting fire.  Fire  Insurance  ought  not 
to  be  carried  to  such  an  extent  that  it  be- 
comes a  matter  of  indifference  to  the  in- 
sured whether  his  place  burns  or  not. 

25.  {a)  Depends   upon  character  of  risk.        Over- 

insurance  discouraged. 
(5)  Loss  of  time,  trade,  profit,  debenture  in- 
teresj,  and  so  on,  in  case  of  fire  in  first- 
class  mercantile  risks  makes  fuU  sum  ac- 
ceptable. In  other  or  unlike  circum- 
stances full  cover  sometimes  undesirable. 


26.  (a) 


27.- (a) 
(6) 


jS.  (a) 

(*) 
29.    {a) 

30-   (3) 
{b) 


31-   («) 


33-   (a) 


o3-   W 


:,4-   {a) 


I  do  not. 

The  general  practice  in  Fire  Insurance 
business  is  for  a  Company  not  to  insure 
property  for  full  value,  in  order  that  the 
insured  may  take  a  portion  of  the  risk, 
as  a  guarantee  of  good  faith  towards  the 
office.  This,  however,  is  largely  governed 
by  the  moral  hazard,  the  nature  of  the 
risk,  and  the  surrounding  circumstances 
in  each  instance. 

For  less  than  its  full  value. 

I  consider  that  the  assured  should  always 
have  an  interest  in  taking  proper  precau- 
tions against  fire  and  in  stopping  any  fire 
that  may  break  out. 

It  depends  upon  the  character  of  the  in- 
sured and  the  class  of  risk. 

See  reply  to  {a)  above. 

About  three- fourths  is  a  reasonable  amount 
to  insure  for. 

To  allow  for  deterioration. 

No. 

When  the  insured  is  fully  covered  and 
pressed  to  realize  in  a  bad  market — well, 
accidents  do  appear  to  occur  under  such 
conditions. 

Depends  on  circumstances. 

As  an  insurance  manager,  I  prefer  that  the 
assured  should  have  some  interest  in  safe- 
guarding the  property  ;  on  the  other  hand, 
where  the  moral  risk  is  undoubted,  there 
is  no  reason  why  the  assured  should  not 
have  full  cover. 

I  do  not  (there  are  unavoidable  exceptions). 

Although  Insurance  Companies  may  be  said 
to  live  by  fires,  I  consider  that  they  exist 
not  to  afford  facilities  for  fraud,  but  to 
meet  the  legitimate  requirements  of  pru- 
dent people,  and  that  it  is  expedient  for 
the  protection  of  the  community  that  fires 
should  be  discouraged.  First,  because 
they  are  an  absolute  destruction  to  pro- 
perty, the  insurance  of  which  does  not 
negative  the  loss,  but  only  transfers  its 
incidence ;  in  addition  to  w^ich,  in  towns, 
life  is  endangered  by  fire ;  and,  further, 
in  towns,  the  property  of  not  only  the  in- 
dividual  on  whase  premises  the  fire  origi- 
nated, but  also  the  neighbouring  proper- 
ties, or  the  whole  town  or  city  may  be 
endangered.  From  a  public  point  of 
view,  therefore,  a  fire  is  a  thing  to  be 
discouraged ;  and  a  gian  who  has  a  fire 
should  suffer  a  portion  of  the  loss  occa- 
sioned, independent  of  the  question  as  to 
whether  the  fire  arose  from  misfortune 
or  any  other  cause.  A  further  considera- 
tion is,  "What  is  'full  value'?"  I 
have  shown  elsewhere  that  it  is  dependent 
upon  a  variety  of  cjraimstances,  and  the 
difiiculty  of  coming  to  any  definite  de- 
cision on  every  point  of  such  considered 
circumstances  is  so  great  that  in  practice 
safety,  or  comparative  safety,  can  only  be 
obtained  upcm  a  basis  of  aiming  at  a  cer- 
tain amount  of  under-insurance. 

No. 

It  would  increase  the  moral  hazard  risk. 
The  insured  should  always  recognise  a 
fire  would  result  in  a  loss  to  him  to  a  cer- 
tain extent. 

In  some  cases,  yes;  in  others,  no. 

Some  property  in  trust,  and  some  other 
classes,  I  see  no  objection,  but  in  the 
large  majority  of  cases  think  (he  insured 
should  carry  some  of  the  risk. 


a» 


35-  («) 

36.   (a) 

(*) 
37-   W 


3^- 

39- 

(•^) 

(^) 

40. 

(<') 

C'^) 

41- 

(<^) 
w 

43-   ('0 


(^') 


Should  not  be  fully  insured. 

Under-insurance  is  the  best  possible  preven- 
tive of  fires. 

There  should  be  a  margin  between  the  sum 
insured  and  the  value  of  the  property. 

To  secure  the  moral  hazard. 

and  (Zi)  There  is  no  objection  to  property 
being  insured  to  its  full  value,  nor  do 
Companies  pay  less  than  full  value  (if 
fully  insured)  unless  there  be  suspicious 
circumstances  in  connexion  with  the  fire. 
In  the  latter  case  they  might  resist  the 
claims  entirely_,  or  reinstate ;  but  in  the 
latter  case  full  value  would  be  replaced. 

No. 

It  is  desirable  that  the  insured  should  stand 
to  lose  by  a  fire;  otherwise  less  care  is 
exercised,  and  more  fires  occur. 

Nearly  full,  as  a  rule,  but  it  depends  on 
tiie  particular  case. 

So  that  the  individual  may  lose  as  little  as 
possible  in  case  of  a  fire. 

Not  necessarily. 

It  is  desirable  that  the  insured  should  have 
a  direct  interest  urging  him  to  adopt  all 
precautions  to  prevent  fire. 

Yes,  its  full  value,  with  few  exceptions. 
To  complete  the  intention  of  a  fire  policy 
the    insured    should    be    indemnified    for 
what  he  has  lost  at  its  then  value. 

Quite  prepared  to  grant  full  indepinity 
where  occasion  requires  and  depreciation 
is  not  likely  to  occur  during  currency  of 
contract. 

The  reason  for  this  is  obviously  that  ij)  cas.e 
of  depreciation  it  would  always  be  a 
temptation  to  a  man  to  realize  by  a  fire. 


Section  XIV. — Average  Clause. 
Question  42. 
Are  the  policies  issued  by  vow  Company — 

(i.)  Specific  policies  insuring  a  specific  sum  irre- 
spective of  the  total  value  of  the  pro- 
perty; or 
(ii.)  Policies  containing  an  average  clause  under 
which  the  amount  payable  in  the  case  of 
loss  depends  upon  the  ratio  of  the  sum 
insured  to  the  total  value  of  the  pro- 
perty ? 

Replies. 

1.  (i.)  No. 

(ii.)  Yes,  in  some  cases. 

2.  Both  classes  of  policies  are  issued. 

3.  We  issue  both. 

4.  In  the  majority  of  cases  our  policies  fall  under 

the  first  category. 

5.  (i.)  Policies    have    no    reference    to    the    total 

"value"   of  the  property,   but  they  are 
at  times  issued  for  a  given  proportion  of 
the  amount  "  insured  "  on  the  property, 
(ii.)  Yes,  frequently  (see  copy  of  average  clause 
herewith).* 

6.  (i.)  )   We  issue  pplicies  undqr  the  circumstances 
(ii.)  I       described  in  both  questions. 

7.  (i.)  Generally. 

(ii.)  In  large  mercantile  risks. 

8.  Some  without  average,  and  some  with  average. 
9    Both. 


JO.   Both,   but  only  a  small  proportion  of  ppucies 
are  di;clare4  \o  be  sijhjept  \Q  ttie  gonditions 

pj:  ave^^ge, 

41.  (i.)  Ve^. 

(u.)  Yes,  \^  csrtjfiip  c^^es. 

12.  Ves,  hoa>  (j,)    ^b4  (ii,). 

13.  (i.)  No. 

(n.)  Condition   j;    qf   policy   hefe\¥ith  pfoviqes 
as  fpllpws; — 

"  In  all  cases  where  an  insurance  is 
declared  to  be  subject  to  average, 
tha  following  clause  shall  ap- 
ply:— 

If    the    property    hereby    m- 
sured  shall,  at  the  break- 
ing out  of  any  fire,  be  of 
greater  value  than  the  sum 
insured   thereon,   then   tl>e 
yisured  shajl  be  coi>sidered 
AS   being  t>is  own  insurer 
for     the     difference,     and 
shall  bear  a  ratable  pro- 
pojTtij^ii  Qi  the  loss  accord- 
iffgjy-       Eyjery     item,     if 
P)ore    th.a-fi    OPS)     of    the 
policy  shall  be  separately 
subject  to  average. 
"  In  all  cases  where  any  other  sub- 
sisting   insurance    or    insurances, 
eftfic^ed  by  th,e  insux-ed  or  by  any 
pthejr  pefspfl  or  persons,   covering 
any    of    the    property  hereby   in- 
^rp4>    leather    exclusively    or    to- 
get,her,  wif.b  apy  other  property  in 
.^d  subject  to  the  same  risk  only, 
jshajl  be  subject  to  average,  the  in- 
surance   pa    such    property    under 
tljis  policy  shall  be  subject  to  ave- 
rage ip  like  manner." 
f4-  (i-)  WiE  have  the  buj.k  of  our  fi^  inspected 
.ai)d  roughly  valued  by  ageijits,  sub-agents, 
or  ^3^ials. 
(ii.)  Certiaifl  policies  (Wtnifi  #),e  ayerage  clause 
^s  pef  cpndijtiipp  ij..*     Policy  enclosed. 

15.  (i.)  Generally. 

(ii.)  Ifl  large  niercanlile  riglfs. 

16.  The  last  eigbt  wo;-ds  in  (i.)  do  npt  appear  to  be 

relative  to  tbe  .question;  and  I  therefore 
answer  that  by  far  the  largest  proportion  of 
policies  issyed  are  as  in  (i.);  the  average 
da.use  is  only  applied  to  lajge  mercantile  or 
manufactuiiiig  concerns,  arid  to  policies 
covering  in  one  awpunt  two  or  more  risks. 
It  is  never  applied  to  policies  insuring  house- 
hold goods  in  a  dwelling,  or  to  those  which 
cover  ordinary  trading  or  rnanuf  acturirig  con- 
cerns. 

17.  -Usually  they  are,   as  indicated  in  (i.V  specific 

policies  insuring  a  specific  sum,  put  many 
policies,  principally  those  on  large  mercantile 
risks,  contain  the  average  clause,  as  indicated 
in  {ii.).  The  average  clause  is  never  applied 
to  insurances  on  private  dwellings  and  their 
c<Hitents. 

18.  Both. 

19.  (i.)  Yes. 
(ii.)  Yqs. 

20.  Nearly  all  policies  issued  by  tins  Company  in- 

sure a  specific  sum,  irrespective  of  the  total 
value  of  !the  property.  The  average  clause 
is  applied  to  a  very  small  proportion  of  risks. 

21.  .(i.)  Yes,  so  long  »s  the  value  is  greater  than 

,the  -cover. 
(ii.)  -Yes. 
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23.  Both. 

2^.   We  use  both  forms  as  occasion  requires. 

24.  The  great  majority  of  policies  are  "  specific' 

The  average  clause  is  applied  to  certain  large 
mercantile  and  manufacturing  risks,  and 
when  used  is  expressly  so  stated  on  thf 
policy. 
35.  Both  classes  are  issued,  the  latter  where  more 
than  one  risk  is  included  in  a  single  sum. 

26.  (i.)  Generally. 

(ii.)  In  large  mercantile  risks. 

27.  We  issue  both  forms  of  policy. 

28.  (i.)  Yes. 
(ii.)  Yes. 

29.  Both,  according  to  circumstances. 

3c.   In  some  cases,   as  cited  in  (i.);    others,  as  in 
(ii-)- 

31.  Both. 

(52.  (i.)  Such  a  thing  is  unknown.  We  never  do  it 
irrespective  of  the  total  value  of  the  pro- 
perty, so  far  as  we  can  get  information. 
A  merchant  may  insure  the  sum  of 
;^i,ooo  on  goods  in  transit  from  wharf 
to  store,  and  we  will  take  that  insurance, 
and  such  acceptance  is  to  a  certain  extent 
irrespective  of  the  total  value  of  the  pro- 
perty, because  we  know  that  that  mer- 
chant has  not  a  penny  at  risk  at  various 
times,  and  we  have  only  his  assurance 
that  the  sum  he  proposes  is  what  he  esti- 
rnates  as  sufficient  to  cover  his  risk  from 
time  to  time, 
(ii.)  We  do  issue  such  policies.  The  rule  is 
that  if  a  policy  covers  in  a  single  sum 
two  or  more  risks  (that  is,  what  would 
ordinarily  be  understood  by  two  or  more 
separate  buildings),  the  insurance  is  made 
subject  to  average.  If  these  requirements 
were  not  inserted  a  firm  having  several 
buildings  could  insure  a  single  sum 
equivalent  to  his  risk  in  one  building, 
making  his  proposal  in  such  a  form  as  to 
get  two  or  three  risks  covered  for,  say, 
;£i,ooo  each,  under  a  policy  on  which  he 
would  only  pay  the  premium  for  ^1,000. 
It  is  to  be  noted  that  the  general  prin- 
ciple of  insurance  business  is  that  all  poli- 
cies are  subject  to  average,  and  it  is  only 
in  Great  Britain  and  countries  which  I 
may  term  derived  from  Great  Britain, 
that  is,  English-speaking  countries,  that 
the  policy  without  average  exists. 

33.  (i.)  Yes,  in  some  cases. 

(ii.)  Yes,  in  some  cases ;  now  regulated  by  exist- 
ing fire  tariffs. 

34.  Some  without  average,  some  with  average. 

35.  Sometimes  specific,   sometimes  with  average. 

36.  (1.)  Yes. 

(ii.)  The  average  clause  is  applied  to  buildings 
internally  communicating — to  stocks  in 
such  buildings,  or  lying  in  several  build- 
ings, or  in  the  open. 

37.  (i.)  The    Company    issues    policies    insuring    a 

specific  sum  free  from  the  operation  of 
the  average  clause, 
(ii.)  The  Company  also  issues  this  class  of 
policies,  i.e.,  subject  to  the  condition  of 
average. 
The  former  class  of  policies  is  generally 
used.  The  latter  is  chiefly  used  in  large 
and  more  complicated  and  extensive  risks, 
often  of  extended  ranges  where  it  is  diffi- 
cult to  so  nearly  approximate  the  actual 
value  as  in  the  former  class  of  policies. 
Without  the  use  of  the  average  condition 


38- 
39- 

40. 

41. 

43- 


Companies  would  offen  be  running  a  risk 
over  a  valuation  much  greater  than  the 
amount  insured,  and  the  premium  charged 
would,  consequently,  be  too  low. 

We  issue  both  kinds  of  policies. 

We  issue  both  classes  of  policy.  It  depends 
on  the  risk. 

Both. 

Yes,  both  are  issued,  each  for  a  different  class 
of  risk. 

Both  classes. 


Section  XV. — Paktial  Loss. 
Question  43. 

Is  there  usually  any  serious  practical  difficulty  in 
arriving  at  a  settlement  in  the  case  of  partial 
loss  by  fire? 

Replies. 

No;  we  have  never  had  any  trouble. 

No. 

No. 

Hardly  ever. 

I  have  not  found  it  so. 

No. 

No. 

No. 

No. 

No.      Quite  the  contrary. 

No. 

No. 

No. 

No. 

No. 

No. 

No. 

No. 

No. 

No;  although  ^^278, 097  have  been  paid  in 
claims  by  the  Mercantile  Mutual  in  the  past 
thirty-one  years,  only  one  case  of  serious 
difficulty  has  been  experienced,  when  an  ac- 
tion was  successfully  defended. 

No. 


I. 

2. 

3- 

4- 
5- 
6. 

7- 
8. 

9- 
10. 
II. 

12. 

13- 
14. 

IS- 
16. 

17- 
18. 
19. 
20. 


21. 
22. 

23- 

24. 

25- 
26. 
27. 
28. 
29. 
^o. 
31- 
32- 


33- 

34- 
35- 
36. 
37- 

38- 
39- 

40. 
41. 
43- 


No. 

No. 

Very  seldom. 

No. 

No. 

No. 

No. 

No. 

No. 

No. 

Not  usually,  nor  by  any  means  frequently.  The 

adjustment  of  losses  is  by  no  means  the  most 

difficult  part  of  our  business. 
No. 
No. 
No. 
No. 
No;    difficulties   of   this   nature   are   very    un- 

u.sual. 
No. 
No. 
No. 

Very  seldom  any  difficulty. 
No. 


Question  44. 

What  is  the  metiiod  employed  by  your  Company  in 
such  cases? 
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Replies. 

1.  The  assured  and  the  Company  compare  ligures, 

and  in  999  cases  out  of  every  1,000  arrive 
at  satisfactory  results.  We  may  say  here 
that  the  Company  dealt  with  nearly  3,000 
different  policies  in  the  'Frisco  fire,  paying 
85  to  1 00  per  cent,  in  each  case,  and  had 
no  litigation  witli  any  policyholder. 

2.  In  all  important  cases  to  employ  a  professional 

loss  adjuster. 

3.  We  employ  a  professional  assessor,  whose  sole 

business  is  loss  adjusting.  Small  losses  are 
sometimes  adjusted  by  one  of  our  own  staff. 

4.  A  third  party  (loss  assessor)  unconnected  with 

the  Company  is  employed  by  the  Company 
to  apprai.se  the  amount  of  loss,  the  Com- 
pany paying  the  assessor's  fee  and  expenses. 
If  the  insured  does  not  agree  with  the  ap- 
praisement, the  matter  would  probably  go 
to  arbitration  in  accordance  with  the  policy 
conditions,  but  such  cases  are  very  rare. 

5.  Usually    an     outside     adjuster     is     employed. 

Trifling  losses  are  settled  by  the  Company's 
oflScers. 

6.  Immediately  on  receipt  of  notice  of  a  loss,  oui 

assessor  is  instructed  to  confer  with  the  as- 
sured or  his  duly  authorized  representative. 

7.  Settlement  usually  placed  in  hands  of  qualified 

adjuster. 

8.  Place  the  assessment  in  the  hands  of  an  inde- 

pendent fire  loss  assessor,  who  is  paid  by 
the  Company. 

9.  Claims  are  handed  over  to  the  adjuster,  who  is 

an  expert,  for  adjustment,  and  on  his  recom- 
mendation and  arrangement  with  the  assured 
the  losses  incurred  are  paid. 

10.  An  iridependent  and  experienced  assessor  is  ap- 

pointed to  assess  amount  payable. 

11.  By   ascertaining   the  value   immediately   before 

the  fire  and  that  immediately  after. 
J 2.   Employ  a  competent  adjuster  or  assessor  of  fire 
claims. 

13.  Dealt  with  by  an  adjuster. 

14.  In   ca.se.-,    of    large   claims   insurance   adjusters 

are  employed.  In  small  cases  such  as  build- 
ings, our  builder  gives  an  estimate  of  the 
amount  he  would  reinstate  it  for,  and  we 
get  the  insured  to  render  his  claim,  and  we 
then  say  to  him,  "  We  will  give  you  so  much 
(our  builder's  estimate),  or  rebuild."  In 
cases  of  furniture,  if  small,  we  replace  the 
old  stuff  with  newT 

15.  Settlement   usually   placed   in    hands   of   quali- 

fied adjuster. 

16.  As  a  rule  an  expert  adjuster  is  instructed,  upon 

whose  report  and  recommendation  the  Com- 
pany settles  the  claim.  In  lo.sses  of  a  small 
or  trifling  nature  the  recommendation  of  the 
Company's  local  agent,  or  one  of  its  own 
officials  is  accepted.  In  many  small  cases 
the  insured  a.sk  us  to  reinstate  the  property, 
or  agree  to  our  doing  so  upon  our  offer  to 
that  effect,  as  a  matter  of  convenience  to  the 
insured. 

17.  In   almost  every   ca.w   an   expert   adjuster   who 

possesses  practical  experience  is  employed. 
We  have  never  experienced  any  difficulty  in 
arriving  at  a  settlement  by  mutual  agree- 
ment. 

18.  When  a  loss  is  notified,  a  representative  of  the 

Companv  at  once  goes  out  to  the  place,  and 
if  only  small,  an  assessment  of  the  damage  is 
made,  and  an  agreement  come  to  with  the  in- 
sured. In  cases  of  stores  and  mercantile 
risks,  where  larger  valup=:  exist,  an  assessor 
is  appointed,  who  goes  through  the  books 
with  the  insured,  and  assesses  the  loss. 


19.  We  place  practically  all  our  losses  in  the  hands 

of  a'  competwit  and  independent  adjuster, 
with  an  adequate  knowledge  of  values. 

20.  See  reply  to  Question  No.  43. 

21.  If  buildings,  we  obtain  estimates  from  two  or 

more   leading  builders. 
If  contents,  we  employ  persons  well  acquainted 

with  the  value  of  such  contents. 
Where  large  amounts  are  at  stake,  we  employ 

experienced  adjusters. 

22.  Generally  by  an  approved  adjuster  or  assessor. 

23.  Methods  would  differ  so  much  according  to  the 

risk,  i.e.,  the  property  insured.  Do  you 
mean  as  regards  a  dwelling,  warehouse, 
merchant's  stock,  up  country  hotel,  or  what? 
It  will  be  seen  at  once  the  methods  must 
differ. 

24.  We  usually  employ  an  adjuster. 

25.  Adjustment  made  by  independent  valuer. 

26.  In   the   majority   of   cases   by   the  employment 

of  an  independent  expert  adjuster  to  arrange 
settlement  mutually  between  the  insured  and 
the  society.  It  rarely  happens  that  any 
difficulty  is  experienced  in  arriving  at  a 
mutual  settlement. 

27.  The  small  losses  hitherto  experienced  have  been 

settled  by  agreement  with  the  assured.  In 
larger  cases,  we  should  employ  a  recognised 
adjuster. 

28.  A  competent  assessor  is  employed  by  the  Com.- 

pany  to  adjust  claims. 

29.  The  employment  of  a  qualified  adjuster. 

30.  Dealt  with  by  skilled  adjusters. 

31.  Employment  of  recognised  average  adjuster  in 

important  cases ;  settlement  with  the  assured 
direct  in  small  claims. 

32.  The  method  depends  upon  circumstances.     The 

officials  of  an  insurance  office  not  being,  as 
a  rule,  skilled  valuers,  an  adjuster  not  con- 
nected either  with  the  insured  or  the  Com- 
pany is  employed. 

33.  Special  adjusters  are  engaged  to  adjust  on  in- 

surance principles. 

34.  Place  the  assessment  in  the  hands  of  an  inde- 

pendent fire  loss  assessor,  who  is  paid  by 
the  Company. 

35.  Usually  appoint  an  independent   adjuster  who 

has  the  confidence  alike  of  ourselves  and  the 
assured. 

36.  In   serious   cases     the   settlement   is   placed    in 

the  hands  of  expert  adjusters ;  in  minor  cases 
there  is  usually  no  difficulty  in  settling  the 
matter  at  once,  either  by  a  cash  payment,  or 
the  Company   doing  the  necessary   repairs. 

37.  If  any  such  difficulty  arises,  provision  is  made 

for  settlement  by  arbitration.  Condition 
No.  18  of  the  Company's  policy  provides, 
inter  alia,  as  follows  : — • 

"  If  any  difference  arise  as  to  the 
amount  of  any  loss  or  damage,  such 
difference  .shall  independently  of  all  other 
questions  be  referred  to  the  decision  of  an 
arbitrator  to  be  appointed  in  writing  by  the 
parties  in  difference,  or  if  they  cannot  agree 
upon  a  single  arbitrator,  to  the  decision  of 
two  disinterested  persons  as  arbitrators,  of 
whom  one  shall  be  appointed  in  writing  by 
each  of  the  parties  within  two  calendar 
months  after  having  been  required  so  to  do 
in  writing  by  the  other  party." 

38.  A  practical  adjuster  is  appointed. 

39.  We  usually   appoint   a   highly  trained   as.sessor 

who  endeavours  to  arrive  at  the  extent  of 
loss  by  mutual   agreement  with  the  insured. 

40.  Employment  of  qualified  assessor. 
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4J 


Should  a  serious  difficulty  arise,  either  friendly 
or  formal  arbitration  fs  resorted  to — very 
seldom  the  latter. 

Mutual  agreement  as  to  loss  and  liability  ■be- 
tween the  assured  and  the  Company  respec- 
tively. 


i6. 


Section  XVI. — Proof  of  Loss. 

Question  45. 

Within  what  period  after  the  occurrence  of  a  fire 
hiust  proof  of  loss  be  furnished  to  your 
Company  ? 

Replies. 

1.  Fourteen  days,  but  it  is  extended  if  time  is  not 

sufficient  in  application  of  assured. 

2.  Fifteen  days. 

3.  Fifteen  days,  but  if  a  longer  time  is  required, 

we  are  always  willing  to  grant  it. 

4.  Fifteen  days,  or  such  further  time  as  the  Com- 

pany may,  in  writing,  allow. 

5.  Notice  to  be  given  forthwith.     Claim  in  writ- 

ing within  fifteen  days,  or  such  further  time 
as  Company  may,  in  writing,  allow.  (Con- 
dition  II.)* 

6.  Fifteen  days.     Condition  No    11  of  the  Com- 

pany's  policy   is   as   follows  : —  , 

On  the  happening  of  any  loss  or  damage, 
the  insured  must  forthwith  give  notice  in 
writing  thereof  to  the  Company,  and  must 
within  fifteen  days  after  the  loss  or  damage, 
or  such  further  time  as  the  Company  may,  in 
writing,  allow,  in  that  behalf,  deliver  to  the 
Company  a  claim  in  writing  for  the  loss  and 
damage,  containing  as  particular  an  account 
as  is  reasonably  practicable  of  all  the  articles 
or  items  of  property  damaged  or  destroyed, 
and  of  the  amount  of  the  loss  or  damage 
thereto  respectively,  and  of  any  other  insur- 
ances ;  and  must  at  all  times  at  his  own  ex- 
pense produce  and  give  to  the  Company  all 
such  books,  vouchers,  and  other  evidence  as 
may  be  reasonably  required  by  or  on  behalf 
of  the  Company,  together  with  a  declara- 
tion on  oath,  or  in  other  legal  form,  of  the 
truth  of  the  claim,  and  of  any  matters  con- 
nected therewith  j  and  if  the  insurance  is 
subject  to  average,  the  insured  must,  within 
the  aforesaid  fifteen  days,  or  such  further 
time  as  the  Company  may  in  writing  allow 
in  that  behalf,  deliver  to  the  Company  an 
account  of  all  the  property  insured,  with 
the  estimated  value  thereof  at  the  breaking 
out  of  the  fire. 

No  amount  shall  be  payable  under  this 
policy  unless  the  terms  of  this  condition  have 
been  complied  with. 

7.  Fifteen  days  as  per  condition  No.  11.* 

8.  See  condition  No.  11,  enclosed  form  of  policy.* 

9.  As  soon  as  practicable. 

10.  Within  fifteen  days  of  the  date  of  happening 

of  the  fire,  but  the  policy  conditions  pro- 
vide for  an  extension  being  granted  upon 
proper  representation  being  made.  See 
policy  condition  11.* 

11.  No  period  stipulated. 

12.  Fifteen  days  specified,  but  every  latitude  given 

to  the   insured 

13.  As  per  clause  11  of  policy  conditions.* 

14.  Fifteen  days. 

15.  Fifteen  days,   as  per  condition   11.* 

•  Sec  reply  No.  8  to  this  qticition.  » 
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Attached  is  policy  condition  No.  11  on  the  sub- 
ject.* 

Condition  No.  11  of  the  policy.*  Fifteen 
days,  or  such  further  time  as  the  Company 
may  in  writing  allow  in  that  behalf. 

Fifteen  days,  but  on  application  this  term  can 
be  extended.  See  clause  11,  policy  condi- 
tions.* 

Our  policy  condition  No.  1 1  stipulates  that  par- 
ticulars of  loss  be  furnished  within  fifteen 
days,  ' '  or  such  further  time  as  the  Com- 
pany may  in  writing  allow." 

Fifteen  days. 

Within  fifteen  days,  or  such  further  time  as 
the  Company  may  allow. 

Fifteen  days. 

Fifteen  days  is  the  usual  period,  but  in  the 
case  of  intricate  adjustments,  it  is  frequently 
extended. 

Fifteen  days  is  the  specified  time,  but  this  is 
readily  extended  for  the  convenience  of  the 
insured,  if  desired. 

See  condition  No.    11.* 

P'ifteen  days,  as  per  condition  No.   11.* 

Fifteen  days,  or  such  further  time  as  we  may 
allow  for  the  purpose. 

Fifteen  days  is  specified,  but  every  latitude 
is  allowed  to  the  claimant. 

See  policy  condition  No.   11.* 

Fifteen  days,  or  such  further  time  as  the 
Company  may  allow  in  writing. 

Fifteen   days. 

There  is  no  fixed  period  within  which  "  proof  " 
must  be  furnished  to  the  Company,  but  a 
statement  of  claims  must  be  made  within 
fifteen  days.  In  most  cases  a  loss  is  .settled 
long  before  the  expiration  of  those  fifteen 
days ;  but  there  are  many  cases  where  no 
dispute  whatever  exists  in  which  this  is  not 
the  case,  and  in  which  "  proofs  "  are  re- 
quired and  received  subsequent  to  the  lodg- 
ing of  the  claim.  I  do  not  think  it  is  within 
my  experience  that  any  Company  has  re- 
jected a  claim  merely  because  "proof"  (or 
a  claim)  was  not  furnished  within  fifteen 
days.  (But  payment  has  sometimes  been 
made  "  ex  gratia.") 

Fourteen  days,  and  notice  of  loss  immediately 
after  fire. 

See  condition  11,  enclosed  form  of  policy.* 

Fifteen  days. 

Condition  No.   1 1  of  the  Company's  policy.* 

Fifteen  days.  S«e  condition  No.  11  of  the 
Company's  policy.*  This  period,  however, 
is  always  extended  by  the  offices  on  request 
of  the  insured,  unless  such  request  be  palp- 
ably unreasonable. 

Fifteen  days ;  but  an  extension  of  time  is 
granted  whenever  asked  for. 

Fifteen  days,  or  longer  in  special  cases.  See 
condition  No.   11.* 

Fifteen  days,  unless  extended  by  the  Com- 
pany. 

Fifteen  days,  or  such  other  time  as  the  Com- 
pany may  in  writing  allow.  See  condition 
No.   II  of  policy.* 

We  do  not  insist  upon  any  defined  limit  of  time. 


Question  46. 

Does  this  period  vary  in  different  countries  in  which 
your  Company  transacts  fire  insurance 
business  ? 

•  See  reply  Ko.  6  «b«Te. 
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No ;  generally  the  same  form  of  policy  is  used. 

We  understand  so,  but  have  no  information 
upon  the  subject  in  this  office. 

No  information  on  the  point. 

We  have  no  definite  information  on  the  point, 
but  the  period  does  not  materially  differ. 

Not  with  this  Company's  policies. 

My  society  does  not  transact  business  outside 
New  South  Wales. 

I  cannot  say. 

I   do  not  know. 

No. 

See  reply  to  question  No.   4. 

Am   unable  to   answer   this  question. 

Not  to  my  knowledge. 

I  think  not. 

I  do  not  know. 

I  am  unable  to  say  without  reference  to  the 
head  office,  but  I  should  say  it  is  about  the 
same  unless  where  there  is  a  statute  to  the 
contrary  on  the  subject,  and  I  have  no  know- 
ledge as  to  whether  such  exists  in  any  coun- 

trj- 

We  do  not  know. 
Cannot  say. 
I  am  unable  to  say. 
No. 
No. 

Without  going  through  all  our  forms,  I  should 
say    from   memory   that   the   fifteen    days   is 
our  uniform  clause. 
Probably;  I  cannot  speak  for- other  countries. 
Believe  it  does  not. 
I  have  no  knowledge  at  this  branch. 
I  cannot  say.  i 

Have  no  information  on  this  point. 
Not  to  my  knowledge. 
Do  not  know. 
No. 

T   am  not  exactly    informed,    but    having    for 
many  years  had  charge  of  the  fire  depart- 
ment  of   my    Company,    I    may   safely   say 
that  substantially  the  provision  in  this  respect 
is  world-wide. 
Do  not  know. 
I  cannot  sav. 
No. 
,  No;  it  is  the  same  in  the  Commonwealth  of 

Australia  and  Dominion  of  New  Zealand. 
,   Fifteen  days  is  the  usual  time.     We  understand 
that  in  some  countries  the  period  varies  from 
that  in  others,  but  we  do  not  know  exactly 
what   the   differences   are.     If   the   Commis- 
sioners so  desire  we  will  ascertain  the  par- 
ticulars from  head  ofRce. 
.  Cannot  say. 
I   do  not  know,    but   suppose   it   is  much   the 

same. 
No. 
No. 
C.innot  say. 
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Question  47. 
What  do  you  consider    is    a  reasonable  time    to 
allow   between   the   occurrence   of   a   fire,    and   the 
date  on  which  proof  of  loss  is  furnished? 

Replies . 

1.  Fourteen  days. 

2.  Fifteen  days. 

3.  Fifteen  days,  but  see  answer  to  question  45. 

•  See  reply  No  6  to  Question  No.  45f 


30 
31 


Fifteen  days.      The  insured  can  always  obtain 

an  extension. 
Depends  upon  the  nature  of  the  risk  and  loss ; 

usually  a  few  days. 
Fifteen  days  is  a  very  reasonable  time. 
Time  varies  according  to  circumstances.    _  We 
ahvays  give  the  assured  reasonable  latitude 
in  this  respect. 
Fifteen  days,  or  such  further  reasonable  time 
as  the  Company  may  allow  in  special  cases. 
See  condition    No.    11    of    enclosed    form    of 

policy.* 
Depends  on  the  means  of  communication. 
What  is  a  reasonable  time  must  be  determined 

by  the  circumstances  of  each  case. 
Fifteen  days,  unless  in  exceptional  cases. 
In  the  majority  of  cases  a   few   days,   but  it 
entirely  depends  upon  circumstances.      Some 
claims  are  complicated,  and  require  extended 
time,   which  is  never  refused. 
See  clause   11  of  policy  conditions,*  which    I 

cjnsider  reasonable. 
A  fortnight. 

Time  varies  according  to  circumstances,  but  tfe 
always  give  the  assured  reasonable  latitude 
in  this  respect. 

consider  the  condition  (No.    11)*  quoted    in 
answer  to  the  question  No.  45  a  reasonable 
one  under  ordinary  circumstances.       It  will 
be  noticed  that  the  condition  provides  for  an 
extension  of  the  contract  time. 
Fifteen  days,  or  such  further  time  as  the  Com- 
pany may  in  writing  allow  in  that  behalf. 
In  most  cases  a  period  of  fifteen  days  is  ample 
time,   but  when  the  insured   requires  an  ex- 
tended period  and  applies  for  same  it  is,  if 
the  bona  fides  of  the  claimant  are  satisfac- 
tory, specially  granted, 
is   quite   impossible   to   make    any    general 
statement.      For  a  small  loss,  i.e.,  dwelling 
house  or  shop,  a  week  would  be  ample  time. 
For  a  "  bond  "  loss,  a  month  might  not  be 
too  much.       I   have  not  known   any   incon- 
venience arising  to  insured  on  a  point  like 
this. 
Fifteen  days. 
Fifteen  days. 
Fifteen  days.      May  be  extended  in  particular 

cases  if  circumstances  require. 
It  all   depends  on  circumstances.       In  case  of 
a  small  dwelling  two  or  three  days  ought  to 
be  ample.       In  regard  to  stock  of  a  large 
warehouse,    more   time   would   of   course   be 
required. 
In  most  cases  a  fortnight  is  enough.      In  com- 
plicated cases  more  time  may  be  require'd. 
There  is  never  any  difficulty  in  this  respect. 
Different  magnitudes  of  risk  render  reply  im- 
possible. 
Fifteen  days. 

Fifteen  days  should  be  sufficient  in  all  ordi- 
nary cases. 
In  most  cases  a  few  days  will  suffice,  but  com- 
plicated claims  occasionally  require  extended 
time,  which  has  never  been  refused  by  the 
Company. 
The  time  as  provided  in  policy  condition  No. 

IX.* 

Generally  speaking,  fifteen  days. 

A  maximum  of  fifteen  days.  If  rea.sonable 
cause  is  shown,  however,  why  an  extension 
should  be  granted  an  extension  is  invariably 
given. 

•  See  reply  No.  8  to  Question  No,  «B, 
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32.  See  replies  to  Questions  45  and  46.  ''  Reason- 
able time  "  is  very  diflicult  to  define.  I  have 
known  more  than  one  case  where  a  fire  hns 
happened  amongst  clothing.  In  one  case,  I 
think  a  whole  cupboard  of  silk  dresses,  etc., 
was  burnt  out,  and  the  debris  was  thrown 
out,  and  the  place  cleaned  up  before  infor- 
mation was  given  to  the  Company. 
3,V  Fourteen  days  ample  in  many  instances.  In 
cases  where  books  and  accounts  are  destroyed 
probably  twice  that  time  would  not  suffice  to 
ascertain  actual  loss. 
34.  Fifteen  days,  or  such  further  re.TJonnhle  time 
as  the  Company  may  allow  in  special  cases 

See  condition  11  of  enclosed  form  nf  policy  * 

Fifteen  days. 

Consider  own  policy  conditions  rensonrihle.  See 
clause  II  of  policy.* 

Impossible  to  fix  any  definite  time  ;  some  losses 
can  be  proved  within  a  few  hours,  some  not 
for  months.  The  present  condition  in  the 
policy  does  not  act  adversely  to  the  insured, 
and  we  have  never  had  any  trouble  in  the 
matter.  It  is  to  the  interest  of  the  insured 
and  the  companies  also  that  cl.-rims  should  he 
made  as  early  ns  possible,  .so  that  they  can 
be  paid  promptly  als3 

From  a  day  to  .several  weeks  Cas  in  the  case  of 
Anthony  Hordern  and  Sons'  fire). 

Fifteen  days,  unless  the  circumstances  are 
unusual. 

Depends  upon  circumstances. 

It  depends  upon  the  extent  of  damage  done 
a!)d  extent  of  business  affected.  On  a  small 
loss  fifteen  days  would  be  ample ;  on  a  very 
large  loss  three  months  may  be  required. 

Depends  upon  circum.stances  entirely,  varyinj; 
from  one  hour  to  perhaps  three  months 
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Qiicstion   48. 

Is  it  the  practice  of  your  Companv  to  require 
the  production  of  the  books  immediately  on  the 
occurrence  of  a  fire  ?  ' 

Replies. 

1.  Yes,   in  support  of  assured's  claim. 

2.  No;    reasonable  time  is  given. 
3-   No. 

4.   In   certain    ca.ses    ns.    for     instance,    losses    on 
stocks,  where  the  books  form  the  m.'iin  guid° 
as  to  actual  loss,  assessor  would  ask  the  in- 
sured to  give  him  access  to  the  books. 
.5-   No. 

6.  As  soon  after  a  fire  as  is  reasonably  possible. 

7.  Yes,   as  a  rule,   but  the  assured  is  alwavs  al- 

lowed  access  to  his  books. 

8.  If  reasonably  practicable. 

9.  The  books  mu.st,  naturally,  be  produced,  as  an 

assistance  to  the  adjuster,  the  latter  decides 
when  they  should  be  so  produced. 

10.  If   loss   is   on   merchandise  the   production    of 

books  is  usually  necessary  to  enable  the  in- 
stired  to  verify  his  claim. 

11.  Production  required  when  claim  made  is  being 

verified. 

12.  No,  the  adjuster  may  retjuire  them  during  pro- 

cess of  adjustment,  but  in  many  cases  it  is 

not  necessary. 
i^.  No. 
14.  No.      The  insurance  adjuster   requires  to    see 

them. 
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Yes,  as  a  rule,  but  the  assured  is  always  al- 
lowed access  to  his  books. 

It  is  a  matter  which  is  left  to  the  judgment 
of  the  adjuster. 

No. 

No,  but  within  a  reasonable  time. 

Only  in  accordance  with  clause  11  of  our  policy 
conditions.* 

No,  but  when  merchandise  is  insured  the  pro- 
duction of  the  assured's  books  in  support  of 
the  claim  is  usually  required. 

No. 

Depends  on  adjuster's   requirements. 

Yes,  if  any  are  available,  but  not  necessarily 
that  the  Company  takes  possession  of  them. 

The  adjuster  acting  for  us  requires  to  see  the 
books  in  certain  cases.  In  many  it  is  quite 
unnecessary. 

No. 

No. 

The  policy  gives  us  the  right  to  demand  pro- 
duction of  the  assured's  books  at  any  time 
after  a  fire. 

No.  Ne\er.  The  books  may  be  subsequently 
required  by  the  adjuster,  but  in  a  great 
manv  cases  it  is  unnecessary. 

No. 

Left  in  the  hands  of  the  adjuster  settling  the 
loss. 

No,  every  assistance  is  given  to  the  assured  in 
preparing  his  claim;  an  Insurance  Com- 
pany is  only  interested  in  finding  out  the 
actual  value  at  time  of  fire,  how  the  fire 
occurred,  and  the  value  of  the  salvage. 

It  is  neither  the  practice,  nor  have  we  the 
power  to   do  so. 

This  is  left  to  the  adjuster.  The  Company 
has  the  right  to  demand  same. 

If  reasonably  practicable. 

No. 

Yes,  within  a  reasonable  time  if  required.  See 
clause  II.* 

No,  not  immediately,  unless  the  fire  is  of  a 
suspicious  nature  or  there  is  any  probability 
of  the  insured  delaying  their  production  for 
doubtful  purposes.  An  independent  fire 
adjuster  usually,  in  fact  almost  always  acts 
betv/een  the  insured  and  the  Company,  and 
these  matters  are  left  to  his  discretion. 

As  soon  as  possible  after  a  fire. 

No. 

Yes,   if  nece.ssary. 

No.  _bi!t  dunnir  the  an'iustment  of  the  claim. 

Not  in  all  cases ;  only  where  equitable  adjust- 
ment demands  .such  evidence  to  arrive  at 
same. 


•  See  reply  Noi  6  to  QucBtion  No.  45. 


Question  49. 
\\'nuld  it  be  possible  for  such  a  demand  to  .seriously 
retard  the  insured  in  preparing  his  statement 
of  claims  ? 

Replies. 

1.  No,  both  work  together  at  them. 

2.  We  do  not  think  so. 
,-;.   It  might. 

4.  It  is  not  conceivable  that  such  a  demand  would 
seriou.';ly  retard  the  insured.  The  sole  object 
of  asking  for  production  of  the  books  would 
be  to  ascertain  without  delay  the  loss  occa- 
sioned bv  the  fire.  We  have  never  heard  of 
a  case  where  investigation  of  the  hooks 
hindered  the  preparation  of  a  claim. 

•  Sde  rtply  Vo.  «  to  '.Jilesticm  Vo  4^ 
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If  the  books  are  properly  kept,  I  think  it  would 
not. 

No. 

See  reply  to  question  No.  48. 
May  be  possible,  but  not  probable. 
No,  on  the  contrary  materially  assists. 
On  the  contrary,  it  is  of  great  assistance. 
No. 
No. 
No. 

I  think  not. 

See  reply  to  question  No.  48. 
I  do  not  see  how  it  possibly  could. 
In  our  opinion,   a  demand   for  production  of 
books  could  not  retard  the  insured  in  pre- 
paring his  statement  of  claim. 
Yes,  if  the  books  were  taken  from  him ;  but  in 
many  cases  it  is  desirable  to  sight  the  books 
promptly  after  a  loss,  and  every  considera- 
tion is  given  to  the  insured  to  enable  him  to 
make  up  his  claim  fairly  and  honestly. 
Certainly  not.      So  far  from  the  Companies  do- 
ing anything  to  retard  payment,  it  is  by  no 
means  an  uncommon  thing  for  amotmts  to  be 
paid  on  account,  where  losses  of  great  magni- 
tude involve   long   and    complicated    settle- 
ment. 
No. 
Yes. 
Furnishing  all  possible  information  hastens  the 

settlement  of  a  fair  claim. 
I  don't  think  .so.  In  the  course  of  a  long  ex- 
perience, I  don't  ever  recollect  such  a  case. 
The  insured  would  of  course  be  allowed 
reasonable  access  to  the  books  for  the  pur- 
pose of  preparing  his  claim. 
No. 

Cannot  say. 

No.      The  assured  is  always  permitted  to  have 
access  to  his  books,  in  order  to  prepare  his 
claim,  even  where  fraud  is  suspected. 
Competition  is  too  keen  to  make  it  likely  that 
any  office  would  resort  to  such  tactics.       I 
imagine  that  if  an  office  did  so  the  assured 
would  be  able  to  obtain  redress  in  equity. 
No. 
Yes. 

Have  never  heard  of  such  a  case  arising. 
Question  No.  48  is  not  sufficiently  explicit ;  does 
it  mean  that  the  assured  is  called   upon  to 
hand  over  his  books  entirely  to  his  Company 
without  having  access  to  them,  if  so,  it  would 
certainly  retard  the  assured  in  preparing  his 
statement  of  claim.      I  cannot,  however,  be- 
lieve that  any  adjuster  or  Company   would 
do  such  a  thing,  and  cannot  trace  anv  legal 
authority  giving  them  power  so  to  do. 
No  doubt  this  would  be  the  case. 
Yes. 

May  be  possible,  but  not  probable. 
No. 

Certainly  not. 

We  have  never  heard  of  such  an  instance. 
Companies  are  always  glad  to  give  every 
assistance  to  help  the  insured  in  claim  mat- 
ters, and  to  promote  all  reasonable  despatch 
in  ascertaining  the  amount  of  the  loss. 
No. 

It  might  be,  if  common  sense  were  not  used. 
It  need  not  do  so. 

Such  a  demand  may  seriously    retard    the  in- 
sured  in   preparing  his   statement  of   claim, 
but  to  make  the  demand  after  the  claim  is 
made  out  would  not  cause  any  inconvenience. 
43.  No. 


Question  50. 
Has  it,  in  the  case  of  your  Company,  ever  so  re- 
tarded    the     preparation     of    statement    of 
claim  ? 

Replies. 
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I. 

2. 

JNo. 

We  do  not  know  of  such  a  case. 

3- 

No. 

4- 

No. 

5- 

I  have  never  heard  of  such  a  case. 

6. 

No. 

7- 

No. 

8. 

Not  to  my  knowledge. 

9- 

Never. 

10. 

I  cannot  recall  a    case    of  a    bond 

fide  claim 

being  prejudiced  by  the  production  of  books. 

II. 

Not  to  my  knowledge. 

12. 

No. 

13- 

No. 

14. 

I  cannot  recollect  any  instance. 

IS- 

No. 

16. 

I   do  not  know  of  a  case. 

17- 

No. 

18. 

Not  to  my  knowledge. 

19. 

Not  to  my  knowledge. 

20. 

No. 

21. 

Not  that  I  am  aware  of. 

22. 

Cannot  say. 

23- 

I  cannot  recollect  any  such  case. 

24. 

No. 

25- 

No. 

26. 

I  know  of  no  case. 

27. 

Certainly  not.     We  are  here  to  do  business  on 

business  lines,   and  not  to  cheat 

our  pohcy- 

holders. 

28. 

No. 

29. 

No. 

30- 

Not  to  my  knowledge. 

3i- 

No. 

32. 

I  have  never  known  such  a  case  w- 
or  any  other  Company. 

ith  my  own 

33- 

No. 

34- 

Not  to  my  knowledge. 

35- 

No. 

,^6- 

Not   that    I    am   aware   of.     Have 
vears'  experience. 

had   many 

37- 

No. 

38- 

-No. 

39- 

Not  to  my  knowledge. 

40. 

Not  to  anv  serious  extent. 

41. 

No. 

43- 

Not  that  I  am  aware  of. 

Question  51. 

Are  there  any   provisions   in   the   Act, 

charter,   0: 

articles  of  association  of  your  Company  re- 

lating to   this   matter? 

Replies. 

I, 

.  No. 

2 

.   Not  to  our  knowledge. 

3 

.   No. 

4 

.   Not  to  our  knowledge. 

5 

.   No. 

6 

.   No. 

7 

.   No. 

8 

.   Not  to  my  knowledge. 

9 

.   Not  to  my  knowledge. 

TO 

.  No. 

II 

.   No. 

12 

.  No. 

13 

.  No. 
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24- 

26. 

27. 
28. 
29. 

31- 
32- 

33- 

34- 
35- 
36. 

37- 
3»- 
39- 

40. 


41- 
43- 


la  claim  form  enclosed,  provision  is  made  for 
forwarding  with  statement  of  loss  by  fire, 
certificates,  books  of  account,  vouchers,  and 
documents  in  proof  thereof. 

No. 

No. 

No. 

Only  in  so  far  as  the  directors  under  clause  86 
(ii.)  by  the  articles  of  association  have  power 
to  determine  the  form  of  the  Company's 
policies  of  insurance. 

No. 

No. 

No. 

No. 

Not  in  our  articles  of  association,  and  I  am 
not  aware  of  any  such  provision  in  the  Com- 
panies Acts  if  that  is  what  is  meant.  The 
provision  is  made  in  the  policy  conditions. 

No. 

No. 

No. 

No. 

No 

'i'he  proposal  and  policy  form  the  contract. 

Not  to  my  knowledge. 

No. 

No. 

In  the  policy. 

Not  to  my  knowledge. 

No. 

No. 

No. 

Only   conditions   prmted   on  policy. 

I  do  not  think  so. 

The  articles  of  association  provide  that  tlie 
directors  shall  frame  the  conditions  under 
which  business  is  to  be  transacted. 

No. 

Not  to  my  knowledge. 


13- 

14. 

15' 


16. 


Suction  XVII. — Period  elapsing  before 
Settlement. 

Question  5a. 

What  is,  approximately,  the  average  period  at  pre- 
sent elapsing  in  your  Company  between  the 
date  of  a  fire  and  that  on  which  a  settle- 
ment is  effected? 

Replies. 

1.  Average  about  twenty  days,  some  settled  withlj; 

twenty-tour  hours. 

2.  Say  fourteen  days. 

3.  A  few  days. 

4.  Three  or  four  days. 

5.  A  few  days. 

6.  About  five  days.     It  all  depends  on  the  situation 

of  the  risk,  if  in  the  city,  suburbs,  or  coun- 

7.  In  most  cases  small  claims  are  adjusted  in  a  few 

days  after  the  matter  is  put  in  the  adjuster's 
hands,  large  claims,  of  course,  take  longer 
to  adjust. 

8.  Within  seven  days. 

9.  Cannot  give  any  average  period.     We  pay  im- 

mediately   the    assured    and    adjuster    have 

agreed  upon  the  amount. 
If    Impossible  to  furnish  this.        Losses  are  paid 

daily,  and  immediately  upon  presentation  of 

loss  papers  in  order. 
II.   One  week. 
i:     Impossible  to  say.        Some  claims   are  settled 

within   twenty-four  hours,   some  require  9n 

extended  period. 


18, 


19. 

21. 


-J 


24. 

25- 

26. 

27. 

28. 


29. 

31- 
32- 

Z5- 
34- 
35- 
36. 

37  ■ 


38- 

39 
40. 

41. 
43' 


Seven  days. 

Fourteen  days. 

In  most  cases  small  claims  are  adjusted  in  a 
few  days  after  the  matter  is  put  in  the  ad- 
juster's hands;  large  claims,  of  course,  take 
longer  to  adjust. 

The  actual  average  time  between  the  dates  of 
the  fires  which  occurred  in  1907,  and  the 
payment  therefor  was  twenty-two  days. 
Some  fires  are  not  advised  us  within  the  fif- 
teen days  required,  and  delay  in  settlement 
is  not  our  fault;  in  fact,  we  are  only  too 
glad  to  effect  a  speedy  settlement. 

For  the  year  1907,  eight  days. 

In  the  Commonwealth  I  should  estimate  that 
the  majority  of  the  losses  are  settled  within 
a  week  after  adjustment,  say,  within  ten  days 
after  a  fire. 

One  to  two  weeks. 

A  few  days. 

A  week  or  a  fortnight.  If  claim  be  in  order,  it 
is  passed  for  payment  at  first  (weekly)  meet- 
ing of  directors. 

Varies  according  to  circumstances.  We  prefer 
prompt  settlement. 

Without  examining  a  mass  of  documents  for 
many  years,  I  could  only  make  a  guess. 
Probablv  two  weeks,  or,  perhaps,  three.  If 
the  Commission  cares  to  pay  for  a  staff  of 
clerks  to  investigate,  I  could  find  out.  Our 
rule  is  to  pay  at  once,  as  soon  as  the  amount 
of  loss  has  been  ascertained. 

Difficult  to  say.  Many  cases  are  settled  in  a 
day  or  two,  others  may  require  weeks. 

Cannot  quote  this.  Losses  are  settled  with 
liberality  and  promptitude. 

From  one  to  two  weeks. 

A  few  days  only.  We  do  our  best  to  settle 
promptly 

Impossible  to  say,  as  some  are  settled  the  day 
after  the  fire;  while  other  claims  of  a  com- 
plicated character  require  longer  periods  of 
time. 

Three  to  four  days. 

From  date  available,  3.69  weeks. 

One  week  generally. 

Taking  town  and  country  into  consideration,  I 
think  about  seven  days. 

From  a  week  to  three  months. 

Within  seven  days. 

A  fortnight. 

Prefer  speedy  settlements.  Have  not  the  neces- 
sary information  to  answer  this  question. 

The  actu.il  average  for  the  last  eight  years  is 
nineteen  days  (in  New  South  Wales),  but  this 
includes  one  case  of  eighty-five  days  (A. 
Hordern  and  Sons,  Sydney),  where  there 
were  complicated  and  large  accounts  and 
matters  of  salvage  and  building  contracts  in- 
volved. Other  similar  cases,  though  for 
shorter  periods,  are  also  included.  The 
approximate  average  for  ordinary  class  of 
insurance  is  much  less  than  fifteen  days.  Some- 
times fires  occur  at  great  distances,  involving 
considerable  time  in  travelling  and  in  getting 
estimates  of  damage.  In  some  cases  the  in- 
sured is  away,  and  settlements  are  thus  de- 
layed. 

Some  are  settled  within  a  few  hours,  but  a 
week  would  be  a  fair  average. 

About  a  week. 

Impossible  to  state  average  period.  In  many 
cases  an  hour  suffices. 

One  week. 

Cannot  say,  do  not  keep  record  ;  at  any  rate,  it 
would  not  exceed  seven  days. 
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Question  53. 

What  were  the  maximum  and  minimum  periods  so 
elapsing  in  the  Commonwealth  in  the  latest 
financial  year  of  your  Company? 

Replies. 

2.  In  Victoria: — Maximum,   six  months,   nineteen 

days;  minimum,  two  days. 

3.  New  South  Wales  and  Queensland  : — Maximum, 

126  days  (no  claim  made  by  the  assured, 
through  rai  oversight,  until  expiry  of  125 
days) ;  minimum,  one  day. 

4.  Maximum  period,   105  days;  minimum  period, 

one  day. 

5.  Maximum,  145  days;  minimum,  three  days. 

6.  Fifteen  days,  and  one  day. 

7.  Ffty  days,  and  twenty  days. 

8.  Maximum  (one  only),  five  months  (assurer  com- 

mitted for  trial  by  coroner) ;  minimum,  with- 
in twenty-four  hours. 

9.  Maximum,    fourteen    days;    minimum,    twenty- 

four  hours. 

10.  Maximum,    two  months  (one  case) ;   minimuin, 

frequently  same  day;  generally,  except  in 
complicated  cases,  within  a  week.  Number 
of  losses  paid  for  year,  161. 

11.  Maximum,  four  months  (due  to  the  insured  not 

collecting  until  he  had  reinstated  the 
damage) ;  minimum,  one  day. 

Cannot  say. 

Maximum,  fourteen  days  ;  minimum,  three  days. 

Cannot  say,  but  not  long. 

Thirty-six  days,  and  thre?  days. 

Maximum,  133  days;  minimum,  two  days. 

We  cannot  answer  for  the  Commonwealth.  In 
Victoria  the  periods  were: — Maximum,  forty- 
one  days  ;  minimum,  one  day. 

Maximum,  six  months  (owing  to  illness  of  in- 
sured and  arbitration) ;  minimum,  one  day. 

Six  months.  A  complicated  loss,  and  payments 
made  on  account. 
20  Most  claims  are  settled  within  one  week,  many 
within  two  days ;  the  maximum  period,  155 
days,  was  due  to  the  absence  of  the  assured  ; 
the  amount  was  small,  and  was  paid  imme- 
diately the  claim  was  made. 
2T.  About  a  month,  and  a  week. 

22.  No  information. 

23.  To  reply  to  this  exactly  would  mean  the  critical 

examination  of  a  mass  of  proofs  of  loss.  To 
what  purpose?  Probably  many  were  settled 
within  a  day  or  two,  or  even  less  time  than 
that.  Looking  over  our  records,  the  longest 
appear  to  have  been  not  over  three  months, 
and  these  were  only  for  trifling  amounts.  In 
such  cTSPs,  probably,  the  insured  found  dif- 
ficulty in  ascertaining  the  loss. 

24.  Eighty  davs,   and  two  days,   respectively. 

25.  Information  not  ea.sily  available. 

26.  Eightv-seven  days  (reinstatement  at  request  of 

the  insured) ;  one  day. 
28.   Cannot  say. 
20.  Maximum,    six    weeks    (bond    risk) ;    minimum, 

two  days. 

30.  Maximum,    sixteen     and     four-seventh    weeks ; 

minimum,  one  day. 

31.  Maximum,   information  not  available,   depends 

on  circumstances  attending  the  loss,  and  value 
and  nature  of  interest ;  minimum  period,  six 
hours. 

32.  Nine  months,  to  a  few  hours.     In  the  long  case 

settlement  was  delayed  owing  to  the  absence 
of  the  insured  from  the  State ;  it  was  a  small 
loss  of  ;^8o. 

33.  No  record,  say,  four  months,  and  three  weeks. 


12. 

1-3 

'  ;■ 

t6. 
17- 


18. 

19. 


Maximum  (one  only),  five  months  (assured  com- 
mitted for  trial  by  coroner) ;  minimum,  with- 
in twenty-four  hours. 

Maximum,     six     months     (suspicious     circum- 
stances) ;  minimum,  one  day. 
36.   Have  not  the  information. 

We  are  only  agents  for  New  South  Wales,  so 
cannot  reply.  Will  ascertain  from  head 
office  if  the  Commissioners  so  desire. 

A  month  to  a  few  hours,  in  New  South  Wales. 

Maximum,  119  days;  minimum,  same  day. 

See  reply  to  question  No.  52. 

When  a  claim  is  not  referred  to  arbitration,  the 
maximum  period  would  be,  say,  three 
months,  due  to  the  insured  not  complying 
with  the  conditions  of  the  policy.  The 
minimum  period  is  a  few  hours. 

Can  only  answer  for  New  South  Wales,  as'  in 
question  No.  52. 


34 


35 


37 


38. 

39- 
40. 
41. 
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Question  54. 

Has   your   Company   ever  declined    to    effect    a 
settlement  on  the  grounds  of — 
{a)  Fraud ; 

(1^)  Misrepresentation ; 
(c)  Breach  of  contract. 

Replies. 

1.  (a)  Yes,  one  case. 

(b)  No. 
(0)  No. 

2.  Yes. 

^'  if}  ^"'  I  Cannot  answer  for  other 

(*)  ,^0-  i      branches. 

(c)  Yes,  one  case.  J 

4.  (a)  Yes,  once  in  1896. 

(b)  Yes,  once  in  1904. 

(c)  No. 

5.  The  Company  has  no  record  of  any  such,  and 

I  cannot  remember  any. 

6.  (a)  Yes. 

(b)  No. 

(c)  No. 

7.  Not  in  the  Commonwealth. 

8.  (a)  Yes. 
(A)  Yes. 
(c)  Yes. 

9.  Not  to  my  knowledge. 

TO.   Fraud    and   misrepresentation,    yes ;     but   only 
in  glaring  cases,  say,  six  in  30  years. 
Breach   of   contract,    no;     as   unless   there   are 
grave   reasons   to  suspect   fraud,   the  policy 
conditions  are  not  used  by  the  Company. 

Ti.  Yes. 

12.  Not  to  my  knowledge. 

13.  No. 

14.  Not  of  late  years. 

15.  Not  in  the  Commonwealth. 

16.  I  cannot  recall   a  case  in  the  Commonwealth. 

See  reply  to  question  No.  93. 

17.  Not  at  this  agencv. 

18.  (a)  Yes. 

(b)  Yes. 

(c)  Yes. 

19.  I  have  no  particulars,  but  have  no  doubt  that 

the  Company  has  refused  to  pay  for  the 
reasons  above  indicated.  It  would  cer- 
tainly be  acting  contrary  to  public  policy, 
and  to  the  interests  of  its  shareholders,  were 
it  to  condone  fraud. 

20.  (a)  Yes. 

(b)  No. 

(c)  No. 
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21.  (a)  No. 
(A)  Yes. 

{c)  No. 

22.  Seldom. 

23.  {a)  Yes. 
C^-)  Yes. 

(c)  I  do  not  recollect  it,  but  possibly  so. 

24.  No,  so  far  as  the  Commonwealth  is  concerned. 

25.  Cannot  remember  an  instance. 

26.  Not  during  my  term  of  management,  but  it  is 

quite  possible  that  since  the  society's  estab- 
lishment in  this  State,  some  40  years  ago, 
it  may  have  declined  settlement  of  claims 
under  each  of  the  above  headings. 

27.  Not  in  the  fire  department,  so  far. 

28.  Not  to  my  knowledge. 

29.  No. 

30.  Yes. 

31.  Yes. 

32.  {a)  Yes. 

{b)  and  (c)  Yes. 

Note. — The  questions  {b)  and  (c)  seem  to 
me  practically  the  same  in  effect. 

33.  Not  in  Queensland. 

34.  Yes. 

35.  {a)  Yes. 
{b)  Yes. 
(c)  No. 

36.  Of  rare  occurrence.      Only  one  case  occurs  to 

me  just  now  as  having  occurred  within  the 
last  two  or  three  years. 

37.  Not  in  New   South   Wales.       As    regards    the 

Companv  as  a  whole  we  are  unable  to  reply 
as  we  only  act  as  agents  for  New  South 
Wales,  but  if  the  Commissioners  so  desire 
we  will  ascertain  particulars  from  head  office. 

38.  Not  in  New  South  Wales. 

39.  Yes. 

40.  Yes. 

41.  {h)  Yes,  once  many  years  ago. 
43.  (a)  Yes. 

(*)  No. 
{c)  No. 
This  refers  to  New  South  Wales  only. 


Question  55. 
What   was   the   total    amount   (if   any)    and   the 
number  of  claims,  so  declined  in  the  Commonwealth 
by  your  Company  during  its  latest  financial  year? 

Reflies. 

1.  None. 

2.  In  Victoria,  nil. 

3.  None  at  this  branch. 

4.  Nil. 

5.  See  reply  to  question  No.  54. 

6.  ^350.      One  claim.      The  claimant  was  sen- 

tenced to  eighteen  months  imprisonment    for 
arson. 

7.  None. 

8.  Not  one  to  my  knowledge. 

9.  Nil. 

10.  Nil. 

11.  Nil. 

12.  Cannot  sav. 

13.  Nil. 

14.  None. 

15.  None. 

16.  None. 

17.  None  at  this  agency.      We  have  no  information 

as  to  claims  in  other  States. 

18.  One  under  misrepresentation  for  ;£20o 

19.  Nil. 

20.  None. 


21.  None  in  Tasmania. 

22.  No  knowledge  of  any. 

23.  Really  I  cannot  say.     Quite  likely  none  at  all. 

If  there  were  any,  unless  the  amounts  were 
large  they  might  not  be  reported  to  this 
oflfice  at  all,  being  left  to  local  officers  to 
handle. 

24.  None. 

25.  None. 

26.  None. 

27.  None. 

28.  None  that  I  am  aware  of. 

29.  None. 

30.  NiJ. 

31-  ^400-     One. 

32.  None. 

33.  No  knowledge. 

34.  Not  one  to  my  knowledge. 
35-   Nil. 

36.  None. 

37.  We  reply  as  per  No.  2  reply  to  question  No.  54. 

38.  None. 

39.  None. 

'40.   Breach  of  contract  (in  two  instances)  amount 

involved  under  £,yxi. 
41.  None. 
43.  Cannot  say. 


Section  XVIII. — Arbitration. 
Question  56. 
What,  in  your  Company,  is  the  approximate  pro- 
portion of  claims  referred  to  arbitration? 

Reflies. 

1.  None. 

2.  We  have  not,   in  Victoria,   had  an  arbitration 

case  for  years. 

3.  This  branch  has  never  referred  a  claim  to  arbi- 

tration, and  never  been  sued  in  the  Courts. 

4.  In  the  past  five  years  one  case  was  referred  to 

arbitration,  and  as  over  2,000  losses  were 
paid  in  that  time  the  proportion  would  be 
approximately  as  i  is  to  2,000. 

5.  This  Company  has  only  had  occasion  to  refer 

a  claim  to  arbitration  three  or  four  times  in 
my  experience  of  36  years. 

6.  About  I   in  4,000. 

7.  Have   not   referred    any   to   arbitration   in    the 

Commonwealth. 

8.  I  have  no  information  on  this  subject,  but  in 

Australia,  I  should  say,  not  i  in  800  claims. 

9.  In  the  Commonwealth,  about  i  in  300. 

10.  Not  half-a-dozen  since  the  establishment  of  the 

Company. 
IT.  One  in  t,ooo. 

12.  Practically  nil. 

13.  Nil. 

14.  None. 

15.  Have  not  referred   any  to  arbitration    in    the 

Commonwealth. 
t6.  So  far   as   I   can   recollect  only  one  case  Has 

occurred  in  Australia  during  the  time  I  have 

been   in  charge  of  the   Company's  business 

— fourteen  years. 
17.  We  have  not  had  occasion  to  refer  a  claim  to 

arbitration. 
t8.  Under  i  per  cent,  in  the  Commonwealth'. 

19.  Say,  one  per  annum  in  the  Commonwealth.      I 

cannot  say  as  to  other  parts  of  the  world. 

20.  Two  in  31  years. 

21.  I  believe  we  h.ave  had  one  claim  referred    to 

arbitration  since  inception  of  Company. 
e2.   Arbitration  very  rare. 
23.  Cannot   really   say.       Hardly    an    appredable 

percentage  at  all. 
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24.  Very   few   claims   go   to   arbitration,    probably 

not  I  in  1,000. 

25.  Exceedingly  small. 

26.  Impossible  to  state.     Arbitration  is  very  rarely 

resorted  to. 
None  so  far  in  the  fire  department. 
Practically  there  are  none. 
None. 

Practically  nil. 
4.3  per  cent. 

32.  About  I  in  2,000. 

33.  Cannot  say,  no  knowledge. 
I  have  no  information  on  the  subject,   but  in 

Australia  I  should  say  not  i  in  800  claims. 

One  in  ten  at  the  outside. 
36.   Claims    are    rarely    submitted    to    arbitration; 
proportion  small. 

(i.)  None  in  New  South  Wales. 

(ii.)  We  reply  as  per  No.  2  to  question  No.  54. 
38.   Have  only  once  gone  to  arbitration  and  paid, 
subsequently  the  assured  got  three  years  im- 
prisonment. 

Impossible  to  say,  a  very  trifling  proportion.  • 

For  some  time,  none. 

Three   claims   have   been    referred    to    formal 
arbitration  during  the  last  30  years. 

Cannot  say. 


27. 
i8. 
29. 
30 
31 
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35 
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Question  57. 
What  is  the  usual  procedure  in  connection  with  such 
reference  ? 

Replies. 

1.  Governed  by  local  conditions  and  laws. 

2.  Policy  condition  No.    18  attached  hereto,   pro- 

vides as  follows  : — 

"  If  any  difference  arises  as  to  the  amount 
of  any  loss  or  damage,  such  difference  shall 
independently  of  all  other  questions  be  re- 
ferred to  the  decision  of  an  arbitrator  to  be 
appointed  in  writing  by  the  parties  in 
difference,  or  if  they  cannot  agree  upon  a 
single  arbitrator,  to  the  decision  of  two  dis- 
interested persons  as  arbitrators,  of  whom 
one  shall  be  appointed  in  writing  by  each  of 
the  parties  within  two  calendar  months  after 
having  been  required  so  to  do  in  writing  by 
the  other  party.  In  case  either  party  shall 
refuse  or  fail  to  appoint  an  arbitrator  within 
two  calendar  months  after  receipt  of  notice 
in  writing  requiring  an  appointment,  the 
other  party  shall  be  at  liberty  to  appoint  a 
sole  arbitrator  j  and  in  case  of  disagreement 
between  the  arbitrators  the  difference  shall 
be  referred  to  the  decision  of  the  umpire  who 
shall  have  been  appointed  by  them  in  writing 
before  entering  on  the  reference,  and  who 
shall  sit  with  the  arbitrators,  and  preside  at 
their  meetings.  The  death  of  any  party 
shall  not  revoke  or  affect  the  authority  or 
powers  of  the  arbitrator,  arbitrators,  or  um- 
pire respectively ;  and  in  the  event  of  the 
death  of  an  arbitrator  or  umpire,  another 
shall  in  each  case  be  appointed  in  his  stead 
by  the  party  or  arbitrators  (as  the  case  may 
be),  by  whom  the  arbitrator  or  umpire  so 
dying  was  appointed.  Each  party  shall  pay 
his,  her,  or  their  own  costs  of  the  reference, 
and  a  moiety  of  the  costs  of  the  award  (in- 
cluding the  arbitrators'  and  umpire's  fees). 
And  it  is  herebv  expressly  stipulated  and  de- 
clared that  it  shall  be  a  condition  precedent 
to  any  right  of  action  or  suit  upon  this 
policy  that  the  award  by  such  arbitrator, 
arbitrators,  or  umpire,  of  the  amount  of  the 
loss  or  damage,  if  disputed,  shall  be  first 
obtained." 


4- 

5- 
6. 

7- 
8. 

9- 
10. 


12. 

13- 
14. 

15- 
16. 

17- 
18. 
19. 
20. 
2r. 
22. 

23- 


24. 

25- 
26. 
28. 

29. 
30- 
3i. 


32. 
33- 

34- 

35~ 
36- 
37- 
38. 

39- 

40. 
41. 
43- 


Fully  set  out  in  the  accompanying  policy  con- 
ditions.    See  condition  No.    18.* 

Vide  condition  18  of  our  policy  form.* 

See  policy,  clause  i8.* 

As  set  out  in  condition  No.   18  in  policy.* 

See  copy  of  arbitration  clause  attached.* 

See  condition  No.  18  on  policy  form  enclosed.* 

See  clause  XVIII.   of  policy  attached.* 

See  policy  condition  18.*  The  intention  and 
effect  of  the  clause  is  to  render  expensive 
litigation  unnecessary,  and  it  is  in  the  in- 
terests of  the  Company  and  the  insured  alike. 

As  per  clause  18  of  conditions  of  policy  as  per 
copy  attached  hereto.* 

See  No.   18  of  accompanying  conditions.* 

Nil. 

See  condition  18  of  policy  attached  hereto.* 

See  copy  of  arbitration  clause  attached.* 

Attached  is  the  policy  condition  No.  18  on  the 
subject.* 

See  condition  No.   18  of  the  policy.* 

In  items  of  clause   18  of  policy  conditions.* 

See  clause   18  of  our  policy   conditions.* 

Each   side   appointed   arbitrators. 

Vide  condition  18,  policy  conditions.* 

One  or  two  arbitrators.  They  appoint  an  um- 
pire. 

The  insured  would  select  one  arbitrator,  the 
Company  another.  These  two  would  ap- 
point an  umpire. 

See  printed  condition  No.  18  on  back  of  policy 
form.* 

Refer  to  condition  No.  18.* 

As  per  policy  condition  No.   18.* 

See  clause  18  of  policy  conditions  as  per  copy 
attached  hereto.* 

See  condition  No.  18.* 

Left  in  the  hands  of  the  adjuster  to  arrange. 

Appointment  of  an  arbitrator  agreed  to  by 
both  parties  to  decide  the  amount  of  loss  or 
damage.  If  no  agreement  can  be  arrived 
at,^  two  arbitrators  and  an  umpire  are  ap- 
pointed. See  arbitration  clause,  No.  18  on 
Company's  policy.* 

See  policy  condition  No.   18.* 

Arbitrators  are  chosen  whose  award  is  to  be 
final. 

See  condition  No.  18  on  form  of  policy  en- 
closed.* 

As  per  clause  attached.* 

See  condition  No.   18  attached.* 

See  condition  No.  18  of  the  Company's  policy. 

Each  side  appoints  an  arbitrator;  and  they 
choose  an  umpire  usually  a  barrister. 

See  condition  No.   18.* 

See  condition  No.  18  of  policy  herewith.* 

See  condition   No.    18  of  policy.* 

As  provided  for  in  conditions  of  contract.* 


Section  XIX. — Classification  pr  Risks. 

Question  58.  * 

Is  there  any  simple  classification  of  fire  risks  under- 
taken by  your  Company  ? 

Replies. 

1 .  Yes ;   but   only    private    information    at    head 

office. 

2.  No. 

3.  No. 

4.  Yes. 

*  See  reply  No.  2  above 
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5- 

No. 

6. 

No. 

7- 

No. 

8. 

Not  to  my  knowledge. 

9- 

We  have  a  clasisfication. 

lO. 

Ye«. 

11. 

No. 

12. 

No. 

13- 

Yes. 

14- 

These  are  clasisficd  under  the  tariff  of  different 

States  by  the  Fire  Associations. 

15' 

No. 

i6. 

Yes. 

17- 

It  is  the  common  practice,  and  we  presume  il 

is    undertaken   by   our    Company,    but    it   is 

not  done  at  this  agency. 

i8. 

No. 

19. 

Yes. 

20. 

Yes. 

21. 

No. 

22. 

Yes. 

23- 

No  simple  classification. 

24. 

Yes. 

25- 

Not  meantime  in  the  Commonwealth. 

26. 

No. 

27- 

Roughly  speaking,   risks  are  divided  into  four 

classes,  as  .shown  in  the  reply  to  the  follow- 

ing question. 

28. 

No. 

29. 

Yes. 

30- 

No. 

31- 

No  :  statistics  are  taken  out  on  hazardous  busi- 

ness  from   time  to  time,    but   these   cover   a 

small    proportion   of   the   business,    and   are 

only  taken  out  when  the    underwriter    con- 

siders that  the  business  shows  a  very  heavy 

loss  ratio;  it  would  l:>e  impracticable  to  take 

out  stati.stics  of  all  classes  of  business. 

32. 

No. 

33- 

Wood  and  brick. 

34- 

Not  to  my  knowledge. 

35- 

No. 

36- 

Yes. 

37- 

Yes. 

38. 

Yes. 

S9- 

Yes,  at  the  head  office. 

40. 

No. 

41. 

No;  the  losses  on  different  classes  of  risks  vary 

so  much  that  we  attach  very  little  (if  any) 

importance  to  classification. 

43- 

Yes;  a  classification  is  undertaken. 

QueUion  59. 
If  so,  please  specify. 

Replies. 
I.  We  have  not  any  data. 

4.   We  attach  a  list  of  the  groups  into  which  our 
premiums  and  losses  are  divided. 

CLASSIFICATION  OF  PREMIUMS  AND  LOSSES. 

Divide  into  two  principal  classes  : — 
(a)  Brick  or  stone  walls. 
{b)  Inferior  construction. 

Classify  brick  risks  on  separate  sheets 
from  risks  of  inferior  construction,  giving 
the  class  Nos.,  the  letters  {a)  and  {b)  as 
above. 

Risks  of  mixed  construction  to  be  classi- 
fied {a)  or  {h)  according  to  tlie  proportion 
of  inferior  construction,  and  note  "  mxd." 
made  in  remarks  column, 


Divide  localities  into  three  districts :— . 
(i)  City   and   suburbs. 

(2)  Country  towns  with  water  supply 

and  fire  brigades. 

(3)  Unprotected   areas. 

and  against  each  entry  in  classification  lists 
mark  in  remarks  column  number  of  district 
in  which  the  risk  is  situated. 


Class  No. 


Class  01  Risk 


private 


10. 


12. 

13- 

14. 

15- 

16. 

17- 
18. 


glass 
(tob.), 

houses 


1.  Dwellings        including 
boarding  houses. 

2.  Churches  and  schools,  banks,  and 
offices. 

3.  Public  buildings,  including  town 
halls,  but  excluding  theatres 
and  other  places  of  public 
amusement. 

4.  Hotels,  restaurants,  and  public 
boarding-houses. 

5.  Storage  warehouses. 
Abbreviations — Bond     (b),     free 

store  (f),  wool  and  hide  stores 
(w),  and  machinery  ware- 
house (mchy.). 

6.  Wholesale  warehouses. 
Abbreviations  —  Grocers      (gr.), 

hardware  (h.),  drapers  (d.), 
fancy  goods  (f-g.). 

7.  Retail  stores  (show  as  in  No.  6) 
and  auctioneers. 

8.  Hay  and  produce  stores,  and 
yool  and  coal  sheds. 

9.  Factories. 
Abbreviations — Boots  (b),  chemi- 
cal (ch.),   colour    (col.), 
(gl.),  hat  (h.),   tobacco 
rope    works    (r.w.). 

Breweries      (b.),      malt 

(m.h.),   and  distilleries  (d.). 

Sawmills  and  woodworkers  gene- 
rally. 

Iron  foundries  and  pattern  mak- 
ing shops. 

Mills,  com,  oil,  paper,  sugar, 
and  woollen  mills. 

Meat  curing  and  refrigerating 
works. 

Farming  risks  and  station  pro- 
perty. 

Hay  stacks  and  standing  crops. 

Timber  and  coal  yards. 

Printers  and  lithographers,  news- 
papers (n.),  job  printing  (j.), 
including  manufacturing  sta- 
tioners. 

19.  Mining  risks. 

20.  Livery    stables,    including     trade 
stables. 

Tanneries. 

Electric  light  and  power  stations. 

Floating  and  ambulant. 

24.  Theatres     and     other    places    of 

amusement. 

25.  Miscellaneous. 

26.  Sprinklered  risks. 

7.   See  No.  58. 
.0    Based  on  Company's  experience  of  underwrit- 
ing. 
10    We  classify  our  risks  under  various  classes,  and 

also  classify  the  losses  under  same. 
13.  As  per  Fire  Association  tariff  book. 

15.  See  reply  to  Question  No.  58. 

16.  We   divide   our   business   in    fifty-six    classes. 

crediting    the    premiums    received    for    eacli 
class,  and  debiting  the  losses. 


21. 
22. 

n- 


77 


14- 

15- 
i6. 


J 9.   Non-hazardous,     e.g.,      dwellings,      churches, 
offices. 
Medium  hazard,  e.g.,  warehouses. 
Hazardous,  e.g.,  stores,  certain  manufacturhig 

risks. 
Extra-hazardous,    e.g.,    special    manufacturing 
j  risks,  stores  for  inflammable  goods. 

'20.  Risks   in  the  city,    suburbs,   and    country    are 
placed  under  headings  of  the  different  occu- 
pations, &c. 
22.  Construction  and  occupation. 
24.   See   form   attached. 

CLASS  OF  RISK. 

1.  Dwelling  houses. 

2.  General  stores. 

3.  Hotels,   wine  shops,   and  restaurants. 

4.  Station    buildings     (including     home- 

steads). 

5.  Retail  shops. 

6.  Mercantile     warehouses     (bond      and 

free). 

7.  Warehouses  (wool  and  grain). 

8.  Warehouses  (soft  goods). 

9.  Warehouses  (grocers,    hardware    and 

general). 

10.  Retail  drapers. 

11.  Banks,    offices,    churches,    and    public 

buildings. 

12.  Workers    in   wood     (cabinet    makers, 

coachbuilders,   &c.). 

13.  Sawmills. 
Manufactories    (breweries,    boot     fac- 
tories, &c.-)ft 

Manufactories    (extra    hazardous). 
Flour  mills  and  mill  stores. 

17.  Printers,  publishers,  and  bookbinders. 

18.  Theatres  and  mu.sic  halls. 

19.  Timber  storage  yards. 

20.  Mining   plant. 
Each  of  these  classes  is  further  sub- 
divided into  : — 

(a)  Brick   and  (or)  stone. 

(b)  Wood  and  (or)  iron. 

Class  I.  Private  dwellings,  churches,  schools, 
banks,  bonded  warehouses,  and  first-class 
office  buildings. 

Class  2.  Buildings  in  course  of  erection,  hotels, 
non-hazardous  wholesale  warehouses,  stores, 
and  factories. 

Class  3.  Medium  hazardous  wholesale  ware- 
houses, stores,  factories,  and  retail  shops. 

Class  4.   Extra  hazardous  risks  of  all  kinds. 

28.  See  reply  to  Question  No.  58. 

29.  We     classify     according     to     occupation     and 
locality. 

See  reply  to  Question  No.   58. 

Risks  classified  by  Fire  Association,  Queens- 
land, according  to  occupation,  and  contiguity 
and  situation. 

We  classify  the  different  risks  covered;  such 
information  is  completely  useless,  however, 
if  conflagration  hazard  is  taken  into  ac- 
count. 

Dwellings,  public  buildings,  offices,  etc. 

Wholesale  and  storage  warehouses  (including 
bonds). — No  hazardous  goods. 

Wholesale  and  storage. — Containing  hazardous 
goods. 

Hotels,  cafes,  clubs,  etc. 

Retail  stores,  shops,  etc. — No  hazardous  goods. 
Retail  stores,  shops,  etc.— Containing 
hazardous  goods. 

Industrial  and  manufacturing — 
Special. — No  hazardous  goods. 
Special. — Containing  hazardous  goods. 


27 


31- 
33- 


36 


37 


38.  About  twenty-five  sheets  of  printed  matter. 

39.  A  list  is  enclosed. 

CLASSIFICATION  LIST. 

1.  Bakeries. 

2.  Barracks. 

3.  Boot  and  shoe  factories. 

4.  Breweries. 

5.  Brick  works. 

6.  Caioneries. 

7.  Cement  works. 

8.  Chemical  Works. 

9.  Cigarette  factories. 

10.  Coal. 

11.  Cotton  mills. 

12.  Cotton  gins. 

13.  Cotton  presses. 

14.  Cotton  in    godowns,    shoonahs,    and 

zarbiehs. 

15.  Cotton   in   open. 

16.  Cold  stores. 

17.  Confectionery  works. 

18.  Country  stores. 

19.  Distilleries. 

20.  Drapers. 

21.  Dwellings,    churches,    schools,    public 

offices,   banks,  offices,  etc. 

22.  Native   dwellings. 

23.  Electric  light  power  stations. 

24.  Farms. 

25.  Flour  mills. 

26.  Flour  and  grain  stores. 

27.  Foundries  and  other    metal    working 

risks". 

28.  Hotels. 

29.  Ice   factories. 

30.  Jute  mills. 

31.  Jute  godowns. 

32.  Jute  presses. 
^;^.  Mining   risks. 

34.  Oil  storage  depots — warehouses. 

35.  Oil  storage  depfits — tank  installations. 

36.  Paper  mills. 

37.  Potteries   and   glass    works. 

-'      38.  Printers,      bookbinders,      and      litho- 
graphers. 

39.  Railways. 

40.  Retail  stores,  non-hazardous. 

41.  Retail  stores,  hazardous  (ex.  drapers). 

42.  Rice  mills,    European. 

43.  Rice  mills,    native. 

44.  Saw  mills. 

45.  Soap    works. 

46.  Stables. 

47.  Sugar   mills. 

48.  Sugar   refiners. 

49.  Sugar  warehouses. 

50.  Tanneries    and    leather   works. 

51.  Textile  mills  (ex.  cotton  and  jute). 

52.  Theatres   and   music  halls. 

53.  Timber. 

54.  Tobacco  and  cigar  factories.  '' 

55.  Tobacco    warehouses. 

56.  Warehouses,    non-hazardous. 

57.  Warehouses,    hazardous. 

58.  Woodworkers. 

59.  Buildings  in  course  of  erection. 

60.  Industrial  ri.sks    (not    otherwise    pro- 

vided   for). 

61.  Silent  risks. 

62.  Motor  garages. 

63.  Floating  insurances. 

64.  Motor  cars,   floating. 

65.  Clothing  factories. 

66.  Chaff  mills  and  stores. 

67.  Bars  and  billiard  saloons  (public). 
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A3- 


68.  Ships  and  steamers  in  harbor,   &c. 

69.  Grain   in   bags   in  open. 

70.  Station  risks. 
Bonds  and   free  stores   to  be  classed 

as  warehouses  (non-hazardous). 

Occupation  (150  classifications). 

Attachment  or   detacluaent. 

Construction   (brick,   stone,   wood,   iron,   mixed       14 

construction). 
Situation. 

Water   supply   available. 
Fire  brigade  service.   • 
Fire  appliances  installed. 
Remoteness  of  district,  etc 


etc. 


Section  XX. — Losses  Covered  by  Fire 
Policies. 

Question  60. 

(a)  Are  losses  by  lightning  or  explosion  regarded 
by  your  Company  as  being  covered  by  a  fire 
policy  ? 

{b)  If  so,  is  such  fact  explicitly  mentioned  in  your 
contracts  ? 

Replies. 

1.  (rt)  Yes. 
(^)  Yes. 

2.  (a)  Lightning   covered,    also  explosion  of   coal 

gas.     Other  "  explosions  "  not  covered. 
(b)  Yes. 

3.  (a)  Losses  by  lightning  and  explosion  by    gas 

used  for  illuminating  or  domestic  pur- 
poses are  covered. 
(b)  Yes. 

4.  (a)  Yes. 
(b)  Yes. 

5.  (a)  See  policy,   condition  7    (ft)  as   follows: — 

Unless  otherwise  expressly  stated  in  the 
policy,  the  insurance  does  not  cover  loss  or 
damage '  occasioned  by  explosion ;  but  loss 
or  damage  by  explosion  of  gas  used  for 
illuminating    or    domestic    purpose    in    a 
building  in  which  gas  is  not  generated,  and 
which   does   not   form    part  of    any    gas 
works  will  be  deemed  to  be  loss  by  fire 
within  the  meaning  of  this  policy. 
Yes. 
Yes. 
Yes. 
Risk  not  covered  unless  specially  included. 

See  clause  attached.* 
See  above. 

Yes,  lightning;  as  regards  explosion,  see 
condition  No.  7  on  enclosed  policy 
form.* 
Not  lighting;  as  regards  explosion,  see 
condition  No.  7  on  enclosed  policy 
form.* 

6,   7  of  policy  attached.* 


(3) 
6.   (a) 

(*) 
7-   («) 

(*) 
8.   (a) 


ib) 

4 
9.   {a) 
(b) 
10.  (a) 


See  wording  on   face    of 
See  policy  condition  No.   7 


(5) 
II.  {a) 


(b) 


See  clauses  5 

See  above. 

Re    lightning 
policy. 

Re  explosion. 
(A).* 

See  above. 

Losses  by  lightning  covered. 

Losses  by  explosion.  See  clause  7  (h)*  of 
conditions  of  policy  as  per  copy  at- 
tached hereto. 

As  to  lightning,  no. 


15- 


12.  (a)  Losses  by  lightning  or  explosion  of  gas  are 
covered. 

(b)  E.xplo.sion  of  gas,  yes ;  and  lightning,  yes, 
freely  advertised  that  we  cover  the 
latter. 

13.  (a)  Yes.  • 
(b)  See  clause  7  of  policy  conditions.* 

(a)  Lightning  and  explosion  by  coal  gas,   yes. 

(b)  Yes,  .see  condition  7  (h)*  of  policy. 

(a)  Risk  not  covered  unless  specially  included. 
See  condition  No.  7  (A)  attached.* 

(b)  See  above. 

16.  (a)  Loss   by   lightning  is ;    but   with   regard   to 
explosion,   only   loss  or  damage  by  ex- 

plosion of  gas  used  for  illuminating  or 
domestic  purposes  in  a  building  in  which 
gas  is  not  generated,  and  which  does  not 
form  part  of  any  gas  works  is  deemed 
to  be  loss  by  fire  within  the  meaning  of 
the  policy.  See  policv  condition  7 
(A).* 
(/;)  The  above  are  both  explicitly  set  forth  in 
the  policy. 

17.  (a)  Yes,  as  per  the  face  of  the  policy  and  con- 

dition No.   7   (/i)*  thereof. 
(b)  Yes,  as  per  the  face  of  the  policy  and  con- 
dition No.   7   (h)*  thereof. 

18.  (a)  By  lightning,  yes. 

By  explosion  under  certain  conditions.     See 
clause  7  (A)*  policy  conditions. 
(b)  Yes. 

19.  (a)  As  regards  lightning  (a)  Yes. ;  (b)  Yes,  see 

front  of  poftcy. 
(a  and  b)  As  regards  explosion,  only  in  case  of 
explosion  caused  by  illuminating  gas. 
See  clause  7  (//)  policy  conditions.*  The 
Company  is,  however,  liable  for  result- 
ant damage  by  fire. 

20.  (a)  Yes. 
(b)  Yes. 

21.  (a)  See  condition  7,  policy  conditions.* 
(b)  Yes. 

22.  (a)  Yes,  explosion  of  gas  used  for  illuminating. 
(b)  Policy  with  conditions  herewith.* 

23.  (a)  Lightning,  yes. 

Explosion,   no,   except  by  illuminating  gas, 
in  a  building  not  forming  part  of  gas- 
works. 
(b)  Yes. 

24.  (a)  Yes. 
(b)  Yes. 

(a)  See  condition  No.  7.* 
(*)  Yes. 

(a)  See   policy   condition   No.    7    (A).* 

(b)  Yes. 

(a)  All  losses  by  lightning  are  covered. 
Explosion  of  gas  used  for  domestic  purposes 

or  illumination  in  a  building  in  which 
gas  is  not  generated,  and  which  does 
not  form  part  of  a  gas  works  is  covered. 
Otherwise  explosions  are  not  covered 
unless  fire  results  therefrom. 

(b)  Yes. 

28.  (a)  Yes. 

(b)  Yes.  Losses  caused  by  lightning  and  gas 
explosion  are  specifically  included  in 
our  policies. 

29.  (a)  Yes. 

(b)  Explosions  of  gas  used  for  illuminating 
purposes,  etc.,  will  be  deemed  to  be 
loss  by  fire.  See  policy  condition  No. 
7  (h).* 


25- 
26. 


27. 


'  See  reply  No.  6  («)  above. 


♦  See  reply  No.  5  (a)  above. 


7i 


3°- 

31- 

32- 

33- 

34- 


35- 
36. 
37. 


38. 
39- 

40. 
41. 

43 


(a)  (i.)  Lighting,   yes. 

(ii.)  Explosion,  conditionally.     See  7  (k)  of 
policy  conditions  herewith.* 
(d)  Yes. 
(a)  Yes. 
(Z>)  Yes. 

(a)  Lightning,  yes. 

Explosion.     Under  certain  defined  circum- 
stances.     (See   policy    condition  No.  7 

(A).* 
(*)  Yes. 

{a)  Explosion,   no. 
Lightning,  yes. 

(b)  Yes. 

(a)  Yes,  lightning ;  as  regards  explosion  see  con- 

dition   No.    7    on    form    of    policy    en- 
closed.* 

(b)  Not  lightning. 

See  condition   No.    7   on    form    of   policy 
enclosed.* 

(a)  Lightning  and  gas  explosion  are  covered. 

(b)  Yes.  * 

(a)  See  policy  condition  No.  7  (A).* 

(b)  See  above. 

(a)  I.  Lightning,  yes. 

2.  Explosion,  by  illuminating  gas,  yes. 
Other  explosion  conditionally  as  per 
condition  No.  7  (h)*  of  the  Com- 
pany's policy. 

(b)  Lightning,  yes. 
Explosion.     See  above. 

(a)  Yes. 

(b)  Yes. 

(a)  Losses   by  lightning  and  ordinary  gas  ex- 

plosion are  covered.       See  condition   7 

m* 

(b)  Yes. 

(a)  Yes,  in  terms  of  printed  policy  form  here- 

with.* 

(b)  See  above. 

(a)  Lightning,  yes. 

Explosion  of  gas  for  illuminating  purposes, 
yes. 

(b)  Yes,  see  policy  form  condition  No.  7*,  and 

also  face  of  policy. 

(a)  Yes. 

(b)  Yes. 


Question  61. 

Is  damage  by  water  used  for  fire  extinguishing  pur- 
poses considered  by  your  Company  as  part 
of  the  risk  covered  by  a  fire  insurance 
policy  ? 

Replies. 

1.  Yes. 

2.  Yes. 

3-  Yes. 

4-  Yes. 

5-  Yes. 

6.  Yes. 

7.  Yes. 

8.  Yes. 

Q.  See  reply  to  question  No.  60  (a). 

10.  Yes. 

11.  Yes. 

12.  Yes. 

13.  Yes. 

14.  Yes. 
I-;.  Yes. 
lis.  Yes. 

17.  Yes. 

18.  Yes,  when  used  for  extinguishing  fire. 


19. 

Yes. 

20. 

Yes. 

21. 

Yes. 

22. 

Yes. 

23- 

Yes. 

24. 

Yes. 

25. 

Yes. 

26. 

Yes. 

27. 

Yes. 

28. 

Yes. 

29. 

Yes. 

30- 

Yes. 

31- 

Yes. 

32- 

Yes. 

(This  is 

also 

generally  provided 

by  law 

when  there 

is  a 

Fire  Brigade 

Act). 

33- 

Yes. 

34- 

Yes 

35- 

Yes. 

36- 

Yes. 

37- 

Yes. 

38. 

Yes. 

39- 

Yes. 

40. 

Yes. 

"% 

41. 

Yes. 

43- 

Yes. 

Question  62. 

Is  damage  by  smoke  or  heat  (other  than  actual 
fire)  considered  by  your  Company  as  being 
covered  by  a  fire  insurance  policy? 


I. 

2. 


9- 

TO. 


•  See  reply  No,  S  (a)  above. 


Replies. 

Yes. 

Yes,  if  caused  by  fire. 

3.  Yes. 

4.  Yes,  if  occasioned  by  other  than  natural  heat- 

ing of  the  property  or  its  undergoing    any 
heating  or  drying  process. 
V   Yes,  if  caused  by  a  fire. 

6.  Yes. 

7.  Yes,  provided  such  is  caused  as  the  result  of 

fire. 

8.  Yes. 
See  reply  to  question  No.  60  (a). 
If  the  damage  is  the  result  of  an  outbreak  of 

fire,  yes ;  but  otherwise,  see  policy  condition 
5  (b)  as  follows  :— The  insurance  does  not, 
under  any  circumstances,  cover  loss  or  damage 
to  property  occasioned  by  its  own  fermentation 
or  natural  heating  (except  as  may  be  pro- 
vided in  accordance  with  condition  7  (/)  or 
by  its  undergoing  any  heating  or  drying 
process. 

7  (/)  Unless   otherwise   expressly   stated   in   the 
policy    the    insurance    does    not    cover  coal 
against  loss  or  damage  occasioned  by  its  own 
spontaneous  combustion. 
II.  Yes. 

Yes. 

No.     There  must  be  actual  ignition. 

Actual  fire  or  the  consequence  of  it.  Smoky 
chimneys  would  not  be  considered  to  cause  a 
claim. 

Yes,  provided  such  is  caused  as  the  result  of 
fire. 

Damage  by  mere  heat  or  smoke  where  there  has 
been  no  actual  ignition,  such  as  from  an 
ordinary  fireplace  is  not  covered.  Where 
there  has  been  ignition  of  an  article,  or  part 
of  the  premises,  then  smoke  or  heat  damage 
would  come  within  the  policy. 

Yes. 

Yes,  when  the  result  of  fire. 


12 

13 

t4 


15- 
16. 


17- 
18. 


80 


19- 


20. 
21. 
22. 

23- 

24. 

25- 

26. 


27- 

28. 
29. 
30. 
31- 
32- 

33- 
34- 
35- 
36. 
37- 
38. 

39- 

40. 

41- 

43- 


Yes,  if  damage  resulting  from  a  fire;  but  the 
Company  is  not  liable  for  damage  arising 
from  an  increased  temperature  from  natural 
causes.    See  clause  5  {b)  policy  conditions.* 

Yes. 

Yes,  when  it  is  the  result  of  accidental  fire. 

Yes. 

Smoke  damage  is.     Spontaneous  heating  is  not. 

Smoke  and  heat  damage,  the  consequences  of  a 
fire,  are  covered  under  our  policies. 

Yes.  But  answer  might  need  qualification 
under  certain  exceptional  conditions. 

Yes.  Provided  such  is  caused  as  a  result  of 
the  burning  of  the  premises  or  the  contents 
thereof. 

Yes. 

Yes. 

Yes. 

Yes. 

Yes,  if  caused  by  an  outbreak  of  fire. 

Yes,  if  the  smoke  or  heat  arises  from  a  fire 
within  the  meaning  o^a  fire  policy. 

Yes. 

Yes. 

Yes,  if  resulting  from  fire. 

Yes,   if  occasioned  by  fire. 

Yes,  if  consequent  upon  or  the  result  of  fire. 

Yes. 

Yes. 

Yes. 

Yes. 

Yes. 


ii5. 
19. 

20. 
21. 

22. 


23- 


Question  63. 

Is  damage  resulting  from  spontaneous  combustion 
{e.g.,  in  the  case  of  a  hay  stack,  &c.)  con- 
sidered by  your  Company  as  being  covered 
by  a  fire  insurance  policy  ? 

Reflies. 

I.  Yes,  if  tire  results, 

i.  No. 

3.  No. 

4.  No. 

5.  Yes. 

6.  No.     See  condition  No.  5.* 

7.  Policy  excludes  loss  or  damage  to  property  oc- 

casioned by  its  own  fermentation  or  natural 
heating,  or  by  its  undergoing  any  heating 
or  drying  process. 

8.  No.      See  condition  No.   5  of  enclosed  policy 

form.* 

9.  See  reply  to  question  No.  60  {a). 
10.  No. 

ir.   Yes. 

12.  See  attached  clause  5.*     We  have  never' to  my 

knowledge  disputed  a  claim  arising  from 
spontaneous  combustion. 

13.  Yes. 

14.  We    have    paid    claims    so    resulting    that    we 

were  fairly  certain  were  caused  from  spon- 
taneous combustion. 
Spontaneous  combustion  is  diflicult  to  prove. 

15.  Policy   excludes   loss   or   damage    to    property 

occasioned  by  its  own  fennentation  or 
natural  heating,  or  by  its  undergoing  any 
heating  or  drying  process. 

16.  Yes,  but  not  to  the  articles  in  which  the  spon- 

taneous combustion  originates.  Policy  con- 
dition (No.  5)  reads: — "The  insurance 
does  not  under  any  circumstances  cover 
loss  or  damage  to  property  occa- 
sioned by  its  own  natural  heating     .     .     ." 

17.  See  condition  No.   5  of  the  policy.* 

See  replf  No.  10  to  Quertion  No.  62. 


26. 
27. 


29. 


31- 

32- 


33- 
34- 

35- 
36. 
37- 


38. 

39- 
40. 

41- 

43- 


No.     See  clau.se  5   {b)  policy   conditions. 

No. 

Yes. 

No.      See  clause  5,  policy  conditions.* 

llave  not  known  the  question  raised  over  a  hay- 
stack, and  do  not  see  how  it  could  be; 
exceptions  are  named  in  policy  conditions. 

No. 

Policy  condition  No.  5  {b),  exempts  us  from 
' '  loss  or  damage  to  property  occasioned  by 
its  own  fermentation  or  natural  heating." 
Spontaneous  combustion  is  seldom  provable, 
and  is  continually  being  paid  for.  In  any 
case  the  liability  in  respect  of  other  pro- 
perty to  which  such  a  fire  may  extend  re- 
mains. 

See  conditions  Nos.  5  and  7.* 

No.      See  policy  condition  No.  5  {b).* 

No.  ^ 

See  i^olicy  condition  No.   5.* 

So  far  as  I  am  aware,  no  claim  for  loss  caused 

•  by  spontaneous  combustion  has  ever  been 
disputed  by  the  Company. 

Yes. 

No,  but  like  all  other  causes  of  fire  proof  is 
difficult,  especially  so  in  the  case  of  hay- 
stacks. 

Yes. 

No,  but  it  is  nearly  always  paid  when  it  goes 
so  far  as  to  actually  cause  a  fire  to  break 
out.  Mere  heating,  which  is  "  combustion  " 
in  a  chemical  sense,   is  not  paid  for. 

\'es,  but  Company  declines  haystack  risks. 

No.  ,  See  condition  No.  5  of  enclosed  form  of 
policy.* 

No. 

Yes,  in  the  case  of  a  haystack. 

Not  if  spontaneous  combustion  can  be  proved. 
The  onus  of  proof  is,  however,  on  the  Com- 
pany, and  consequently  claims  for  damage 
or  loss  to  haystacks  are  almost  invariably 
paid. 

Not  if  it  can  be  proved  that  it  arises  trom 
spontaneous  combustion. 

See  condition  No.  5.* 

Not  covered,  though  such  cause  is  difficult  to 
determine. 

Yes. 

Depends  upon  circumstances. 


Question  64. 
Does  your  Company  give,  in  its  policies,  a  general 
cover  over  buildings  and  contents,  or  does  it 
require  a  specific  statement  of  risk  incurred 
in  respect  of  detailed  items? 

Replies. 

1.  Yes,    with   an   average    clause,    or   we   require 

specific  amoimts. 

2.  Specific  sums  required,   unless  policy  is  made 

subject  to  average. 

3.  Specific  sums  required. 

4.  Buildings  and  contents  are  rarely,  if  ever,  in- 

sured in  one  sum.  It  is  usual  to  require 
separate  amounts  to  be  insured  on  certain 
groups  of  articles.  If  the  policy  is  not  sub- 
ject to  average,  the  separation  of  amounts  is 
liable  to  be  more  detailed. 

5    Buildings  and  contents  are  insured  separately. 

6.  Specific  statement  of  amounts  on  buildings,  and 
also  contents,  is  required,  but  if  either  build- 
ings or  contents  are  separately  subject  to  con- 
dition of  average,  detailed  statements  need 
not  be  given. 

*  See  reply  N».  10  to  (Juertlon  No.  «2. 
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9- 

10. 

II. 

12. 

14- 


15- 
i6. 


19 

20. 

21. 

22. 
23- 


24. 

26. 

27. 

28. 
29. 


31- 
32. 


3J 


34- 

35- 


We  require  separate  amounts  upon  each  item 
covered. 

Want  a  separate  amount  on  building. 

Specific  statement. 

It  is  usual  to  insure  buildings  and  contents  in 
separate  amounts. 

Specific  statement  required. 

Separate  amounts  are  required. 

Require  detailed  items. 

No,  such  a  policy  is  called  a  "blanket  policy." 
We  require  separate  amounts  on  buildings, 
and  separate  on  contents.  In  cases  of  ma- 
chinery risks,  we  require  a  separate  sum  on 
each  machine. 

We  require  separate  amounts  upon  each  item 
covered. 

I  understand  this  question  is  put  in  order  to 
ascertain  whether  we  insure  buildings  and 
contents  in  one  sum;  if  this  assumption  be 
correct,  the  answer  is  "  No."  Further,  I  do 
not  think  it  is  the  practice  of  any  Company 
in  any  part  of  the  world  to  give  such  a  gene- 
ral cover  as  that  described. 

Separate  amounts  are  required  on  buildings  and 
contents. 

No;  but  always  a  specific  amount  on  building 
and  on  contents,  detailed  items. 

We  require  separate  amounts  on  building 
and  contents. 

Separate  values  must  be  placed  on  buildings 
and  on  contents. 

No.  Buildings  arid  contents  must  have  separate 
values  placed  upon  them.     (Vide  proposal.) 

Separate  amounts  on  each. 

A  specific  statement  of  risk  in  detailed  items 
is  the  almost  invariable  rule.  Now  and  again 
stocks  in  two  or  more  buildings  may  be 
covered  in  one  amount,  under  average  clause 
conditions. 

We  require  separate  amounts  on  buildings  and 
contents. 

Gives  either  under  certain  conditions,  but  it  is 
customary  to  a.sk  for  separate  sums. 

Separate  amounts  are  required  on  building  and 
contents. 

We  require  separate  amounts  to  be  placed  on 
building  and  contents. 

Separate  amounts  are  required. 

No,  it  requires  a  specific  statement  of  risk  in- 
curred in  respect  of  detailed  items. 

Usually  separate  amounts  on  each  building,  and 
similarly  on  contents.  If  separate  buildings, 
or  contents  of  .separate  buildings,  are  covered 
in  one  amount,  for  obvious  reasons,  the 
average  clause  is  applied. 

A  specific  statement  is  required. 

This  question  -is  not  very  intelligible ;  but  1 
think  the  information  sought  can  be  supplied 
as  follows: — Each  separate  building  is  in- 
sured in  a  separate  sum.  Contents  are  sepa- 
rately insured,  apart  from  buildings,  and  are 
themselves  subdivided  into  different  classes, 
as,  for  instance,  hon.sehold  furniture  separate 
from  stock-in-trade,  machinery  separate  from 
stock-in-trade,  and  so  on.  A  specification 
for  general  use  will  be  found  on  the  front 
accompanying  proposal  form,  but  in  special 
cases  special  subdivisions,  or  separate  insur- 
ance, may  be  demanded. 

.tuildings  separate.  Each  building  a  separate 
risk.  Contents  separate.  With  factories, 
machinery,  plant,  etc.,  is  scheduled. 

Wants  a  separate  amount  on  building. 

Specific  amounts  are  required  on  building  and 
contents. 

Separate  amounts  are  required. 

F.  14377.  ] 


37.  Buildings  are    always    covered  separately  from 

contents,  and  are  also  generally  separately 
insured  themselves.  Contents  are  insured 
both  under  general  covers  and  also  specifi- 
cally— where  possible,  the  Company  prefers 
insurances  to  be  specified  as  fully  as  possible 
(in  detailed  items).  This  is  to  the  advan- 
tage of  both  parties  to  the  contract. 

38.  Buildings    must    be    specifically    insured — also 

contents. 

39.  Separate  amounts  are  required  on  buildings  and 

contents. 
4'-..   Both  ways;  but  building  and  contents  are  not 

insured  in  one  item. 
41.   Specific  statement  required. 
^13.   Requirements  vary  according  to  circumstances. 


Question  65. 

W  hat  is  the  practice  of  your  Company  in  regard  to 
floating  insurance  on  goods  transferred  from 
place  to  place? 

Replies. 

1 .  Seldom  taken  in  Australia. 

2.  To  indorse  the  policy  with  each  removal,  unless 

the  policy  be  made  subject  to  average. 

3.  Each  transfer  must  be  allowed  by  indorseinent, 

unless  the  policy  is  subject  to  the  condition 
of  average. 

4  Tlie  policy  covering  such  must  be  subject  to 
average. 

5.  The  Company  has  none.  Insurances  transferred 
from  one  place  to  another  may  be  allowed 
by  indorsement  on  the  policy,  or  they  may 
be  refused,  and  unearned  premium  returned. 

6  Do  not  encourage  this  class  of  business,   as  it 

interferes  with  our  limits.  A  specific  rale 
per  cent,  is  charged. 

7  Insured  under  policy  conditions  subject  to  con- 

ditions of  average. 

8.  The  risk  is  covered. 

9.  When  proposal  is  accepted,  receipt  and  policy 

are  issued. 

10.  To  insure. 

11.  When  accepted,   same  are  made  subject  to  the 

average  clause. 

12.  We  occasionally  grant  such  policies,   but  with 

reluctance. 
1^.   Have  no  floating  insurances. 

15.  Insured  under  policy  conditions,  subject  to  con- 

ditions of  average. 

16.  I  understand  that  the  purport  of  this  question 

lis  to  ascertain  whether  we  issue  floating  poli- 
cies, i.e.,  policies  covering  in  one  sum  mer- 
chandise or  other  movable  property  in  mora 
than  one  place,  and,  if  so,  under  what  spe- 
cial conditions,  if  any.  If  my  assumption 
be  correct,  the  reply  is  that  we  do,  but  busi- 
ness of  this  character  is,  as  compared  with 
mercantile  towns  in  other  parts  of  the  world 
— particularly  in  the  United  Kingdom — jnac- 
tically  non-existent.  When  such  insurances 
are  granted,  they  are  always  subject  to 
aveage.     (See  policy  condition  No.    17.)* 

17.  We  grant  floating  insurances  on  goods  with  per- 

mission   to    transfer    from    place    to    place. 
Such  insurances   are  subject   to  average. 
iS.  To  grant  floating  or  blanket  policiei. 

19.  We  issue  policies  accordingly 

20.  Floating  policies  are  not  issued  by  this  Com- 

pany. 

21.  Special  rates  charged  for  floating  insurann-. 

•  See  reply  No.  T3  (i:.)  to  Question  -'o.  -Iv. 
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23' 


24. 


-5 

20 


29. 


33 

34- 
35- 

36. 
37- 


39- 

40. 
41. 


43- 


Insure  subject  to  average. 

i  don  t  clearly  understand  the  question.  Good.s 
may  ba  transferred  from  place  to  place  by 
consent  ol  the  Company,  and  sometimes  we 
insure  in  botii  places  durmg  course  of  trans- 
fer,  by  arrangement  with  the  insured. 

Sucii  insurances  are  occasionally  granted,  but 
we  do  not  encourage  them,  and  they  carry 
high  rates  of  premium. 

To  cover  them  under  average. 

I'he  society  grants  floating  msurances,  allowing 
transfer  oi  goods  from  place  to  place,  the 
only  condition  imposed  being  that  the  policy 
is  made  subject  to  average. 

We  do  not  transact  this  particular  class  of  busi- 
ness. 

Floating  insurances  or  "  blanket  policies  "  are 
undesirable,  but  we  occasionally  undertake 
such  contracts. 

We  do  not  write  this  class  of  business. 

'I'he  policy  of  insurance  would  be  made  subject 
to  conditions  of  average. 

Policy  to  cover,  wherever  the  goods  may  be. 

See  reply  to  question  No.  42.  Also,  this  ques- 
tion is  not  very  intelligible,  inasmuch  as  a 
"  flo;iting  policy  "  does  not  require  declara- 
tion of  transfer  of  property  from  place  to 
place. 

Do  not  insure. 

The  risk  i.s  covered. 

Very  little  of  this  has  been  done  in  the  Com- 
monwealth. 

All  flo;iting  insurances  are  subject  to  average. 

These  insurances  are  undertaken  by  the  Com- 
pany. 

Under  a  floating  policy  we  do  not  require  notice 
of  any  removal. 

The  Company  accepts  such  insurances. 

To  insure  same  if  required. 

Allowed,  subject  to  notice  of  transfer  being 
given  to  office  and  extra  premium  (if  any) 
being  paid  to  secure  continuance  of  policy. 

We  grant  such  covers  as  occasion  demands. 


Section  XXI.- 


-Variations  in  Property 
Insured. 


Question  66. 

What  are  the  provisions  of  your  Company  with  re- 
ference to  notification  by  a  policy-holder  of 
any  alteration  in  the  insured  property,  or  in 
any  property  adjoining  it? 

Replies. 

1.  See  policy  conditions.* 

2.  That  notification  thereof  be  given  to  the  Com- 

pany in  writing. 

3.  Notification  must  be  given. 

4.  Alterations   affecting    the    property    insured   in 

such  a  way  as  to  increase  the  risk  of  loss  or 
damage  by  fire  must  be  notified  and  sanc- 
tioned by  indorsement  on  the  policy.  Vide 
condition   9   of   policy   form.* 

5.  See  policy,  clau.se  9.* 

6.  Condition  9  of  the  policy  requires  the  sanction 

of  the  Company  for  alterations,  as  mentioned 
therein.* 

7.  See  policy  condition  No.  9.* 

8.  See  condition  No.  9  of  enclosed  policy  form.* 

9.  See  clause  ix.  of  policy  attached.* 
ic.   See  clause  9  of  policy  conditions.* 

II.  See  clause  9  of  conditions  of  policy,  as  per 
copy  attached  hereto.* 

•  See  reply  No.  12. 
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16. 


24. 

25- 
26. 
27. 


29. 

3C 
31- 


32. 
33- 


34- 

35- 

36. 


(.clause  9  of  the  policy  conditions  provides  as 
follows: — Under  any  of  the  following  cir- 
cumslances  the  in.surance  ceases  to  attach  as 
regards  the  property  ail'ected,  unless  tiie  in- 
sured, before  tlie  occurrence  01  any  loss  or 
damage,  obtains  the  sanction  of  the  Com- 
pany, signified  by  indorsement  upon  the 
policy  by  or  on  behalf  of  the  Company  : — 

(a)  If  the  trade  or  manufacture  carried  on 
be  altered,  or  if  the  nature  of  the  occupation 
of,  or  other  circumstances  affecting  the  build- 
ing insured,  or  containing  the  insured  pro- 
perty, be  changed  in  such  a  way  as  to  in- 
crease the  risk  of   loss  or  damage  by   fire. 

(b)  If  the  building  insured  or  containing  the 
insured  property  become  unoccupied,  and  so 
remain  for  a  period  of  more  than  thirty  con- 
secutive days,  (c)  If  property  insured  be 
removed  to  any  building  or  place  other  than 
that  in  which  it  is  herein  stated  to  be  in- 
sured, (d)  If  the  interest  in  the  property  in- 
sured, pass  from  the  insured  otherwise  than 
by  will  or  operation  of  law. 

See  clause  9  of  policy  conditions.* 

See  condition  9  of  policy,  and  on  renewal 
notices.* 

See  policy  condition  No.   9.* 

See  policy  condition  No.  9.*  In  addition,' 
particulars  as  to  the  existence  and  nature  of 
property  adjoining,  if  any,  are  required  to 
be  given  in  the  proposal  signed  by  the  as- 
sured, and  this  proposal  contains  a  declara- 
tion that  it  is  the  basis  of  the  '-on tract. 

See  condition  9  of  the  policy.* 

Vide  clause  9  of  policy  conditions.* 

See  clause  9  of  policy  conditions.* 

Notice  has  to  be  given,  and  the  alteration  must 
be  allowed  by  indorsement  on  this  policy. 

The  property  would  be  inspected.  If,  in  con- 
sequence of  any  such  alteration  lessening  the 
degree  of  risk,  the  rate  of  premium  would 
be  reduced,  but  if  risk  were  increased  by 
such  alteration,  the  rate  of  premium  would 
be  increased. 

Insured  to  give  notice  of  material  alteration  in 
property  insured. 

Any  material  alteration  must  be  notified. 

The  usual  provision  as  per  policy  condition 
No.  9.* 

See  condition  No.  9.* 

See  policy  conditions  No.  9.* 

Alterations  in  the  assured  property  must  be 
notified  by  the  policy-holder,  otherwise  the 
insurance  ceases.  Alterations  in  the  adjoin- 
ing property  do  not  affect  the  insurance  dur- 
ing the  current  contract  year. 

See  policy  condition  No.  9  (a).* 

See  policy  condition  No.   9.* 

See  policy  condition  No.  9.* 

Sanction  given  by  indorsement  of  policy  for  any 
material  alteration,  such  sanction  not  neces- 
sarily indorsed  on  policy  in  reference  to  ad- 
joining property. 

See  policy  condition   No.   9.* 

Assured  must  notify  Company  of  any  altera- 
tions that  would  affect  the  risk,  these  agreed 
to,  by  indorsement,  with .  Company's  option 
to  decline  and  cancel  policy. 

See  condition  No.  9  of  enclosed  form  of 
policy.* 

Any  alterations  or  circumstances  adversely 
affecting  the  risk  must  be  notified  to  the 
Company. 

See  policy  condition  No.  9  (a).* 


'  Sec  reply  No.  12 
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See  condition  No.   9  of  the  Company's  policy 

and  its  sub-section.* 
We  indorse  the  assured  policy. 
See  condition  No.   9.* 
Notice  required  to  be  given. 
See  policy  condition  No.   9.* 
According  to  terms  of  the  contract. 


Question  67. 
Does  failure  to  duly  notify  invalidate  the  policy? 

Replies. 
I.  Depends  on  circumstances,  and  whether  assured 
knew  or  not. 

Yes,  under  some  circumstances. 

Legally,   yes. 

Yes. 

Yes.     See  policy,  clause  9.* 

Yes.     See  condition  No.   9.* 

See  reply  to  question  No.  66.* 

Yes.  See  condition  No.  9  of  enclosed  policy 
form.* 

See  reply  to  question  No.  66.* 

For  the  actual  legal  position  see  clause  9  of 
policy  conditions.* 

See  reply  to  question  No.  66.* 

Yes. 

See  No.   9  of  policy  conditions.* 

Yes. 

See  reply  to  question  No.  66.* 

It  does  not  necessarily  invalidate  the  policy, 
but  it  would  preclude  the  assured  from  re- 
covering thereunder. 

See  reply  to  question  No.   66.* 

Yes. 

See  clause  9  of  policy  conditions.* 

Not  necessarily. 

See  clause  9  of  policy  conditions.* 

Yes. 

It  might. 

Yes. 

See  condition  No.   9.* 

Yes.  As  per  policy  condition  No.  9  in  pre- 
vious question.* 

See  replv  to  question  No.  66. 

Yes. 

See  policy  condition  No.   9.* 

Yes,  although  every  case  is  considered  on  its 
own  merits. 

Yes,  but  it  is  very  rarely  used,  technical  objec- 
tions are  not  taken  by  Companies  unless 
fraud  is  suspected. 

This  would  be  a  question  for  a  lawyer,  not  for 
a  layman. 

Yes,  but  if  trivial  it  would  probably  be  over- 
looked. 

Yes.  See  condition  No.  9  of  enclosed  form  of 
policy.* 

Yes,  it  might. 

Yes. 

See  condition  No.  9  of  the  Company's  policy.* 

Not  always,  but  under  certain  circumstances  it 
might. 

Yes,  according  to  the  conditions. 

Not  necessarily,  but  it  may  do  so. 

See  reply  to  question  No.  66 

Not  necessarily. 
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Replies. 

Twelve  months. 

Twelve   months.      Polici-^    ':;.    shorter   periods 

are  fiequcutly  issued. 
Tuelve  Uiontns,  occa.sioualiy  shorter  term  poli- 
cies are  issued. 
I'welve  months. 
One  year. 

Not  exceeding  twelve  months. 
One  year,  occasionally  shorter  period.s. 
One  year,  or  shorter  periods. 
Twelve  months. 

Usually  any  period  up  to  twelve  months. 
One  year. 

In  Victoria,  not  more  than  two  years. 
Annual. 
Twelve  months  for  building  and  contents ;  on 

hay    and    grain — agricultural    risks — varies  ; 

usually  short  periods. 
One  year,  occasionally  shorter  periods. 
I'welve  months. 
Twelve  months. 

Twelve  months,  as  regards  the  Commonwealth. 
Twelve  months  or  less. 
One  J  (jar. 
One  year. 
One  year. 
One  year,  or  any  less  term,  as  desired  by  the 

insured. 
One  year. 

Twelve  months.     Shorter  periods  covered,  how- 
ever. 
Twelve  months. 
Twelve  months. 

Yearly  contracts  as  a  general  rule. 
Twelve  months. 
Twelve  months. 
Twelve  months. 

As  required  by  proposer ;  most  frequently  one 
*^ear,   but  not  exceeding  one   year  and  364 

days. 
Yearly,  but  often  short  periods,  from  one  week 

upwards. 
One  year,  or  shorter  periods. 
One  year,  or  lesser  periods. 
Twelve  months. 
In  Australia,  twelve  months. 
One  year. 
The  usual  period  is  twelve  months,  except  for 

special  classes  such  as  wool,  hay,  or  grain, 

&c. 
Yearly,   but    insurances    are    also    effected  for 

shorter  periods. 
Twelve  months. 
Twelve  months. 


Section  XXII. — Period  Covered. 
Question  68. 
What  is  the  usual  period  for  which  Fire  Insurance 
contracts  are  entered  into  by  your  "Company? 

•  See  reply  No.  12  to  Question  No.  ae. 


Question  69. 

Does  the  period  vary  in  different  countries  in  which 
your  Company  transacts  business? 

Replies. 

1.  Usually  twelve  months. 

2.  Yes. 

3    No  information;  but  believe  the  practice  to  !« 
as  replied  to  in  preceding  question. 

4.  Yes,  in  certain  countries  policies  are  taken  out 

for  longer  periods,  in  some  cases  the  pre- 
mium being  payable  annually,  and,  in  some 
countries,  in  advance.  By  far  the  more 
general  practice  is  for  the  contracts  to  be 
entered  into  for  twelve  months  only. 

5.  No,     excepting   in    Western    Australia,     where 

three  years'  contracts  were  entered  into  at 
one  time. 
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Our  business  is  confined  to  New  Soutli  Wales. 

Do  not  know. 

1  cannot  say.      Ha\e  no  information. 

1  do  not  know. 

No. 

See  reply  to  (juestion  No.  4. 

Am  unable  lo  answer  this  question. 

No. 

Not  to  my   knowledge. 

Do  not  know. 

As  to  that,  1  cannot  say,  but  1  do  not  think  il 
does.  1  should  add  that  since  November, 
J  906,  coiitrait.s  up  to  five  years  have  iieen 
entered  into  in  Western  Australia.  This  was 
very  exceptional,  and  the  practice  has  now 
ceased. 

We  do  not  know. 

Do  not  kiK)w. 

I  am  unable  to  say,  but  understand  that,  for 
certain  classes  of  business,  in  the  United 
States  and  Canada  three  years  is  the  usual 
term. 

No. 

No. 

Slightly. 

Cannot  speak  for  countries  other  than  Austra- 
lia. 

Not  much. 

I  have  no  knowledge. 

I  cannot  say. 

Have  no  information. 

Not  to  my  knowledge. 

Do  not  know. 

No. 

Same  practice  almost  universal. 

Do  not  know. 

I  cannot  sav  ;  have  no  informption. 

No. 

No. 

Yes.  we  believe  so ;  but  will  obtain  definite  par- 
ticulars from  head  office,  if  the  Commis- 
sioners so  desire.  ' 

Cannot  say. 

I  do  not  know,  but  believe  that  for  ordinarv 
insurance  twelve  months  is  the' usual  period 
everywhere. 

We  do  not  insure  beyond   Australia  and   New 

Zealand. 
No. 
Cannot  say. 


Section  XXIII. — Assignment  of  Poucies. 

Question  70. 

What  pro^-isions  are  made  by  your  Company  for  the 

assignment  of  fire  insurance  policies? 

Replies. 

1.  See  policy  conditions.* 

2.  That  the  sanction  of  the  Company   thereto  be 

obtained. 

3.  Notice    must 

allowed. 

4.  The  iiJteres-t  under  a  policy  may  be  transferred 

from  one  person  to  another,  provided  the 
Company  agrees  to  accept  the  latter  as  its 
msured  by  means  of  an  indorsement  on  the 
policy. 

5.  See  policy  clause  9.* 

6.  Condition  No.   9  allows  assignment  on  obtain- 

ing the  sanction  of  the  Company. 
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See  policy  condition  No.  9.* 

See  condition  No.  9,  enclosed  policy  form.* 

I'he  assured  indorses  assignment  on  policy, 
which  must  be  registered  by  the  Company. 

Notice  to  be  given  and  transfer  of  interest 
allowed  by  indorsement  upon  policy. 

See  clause  9  of  conditions  of  policy,  as  per  copy 
attached  hereto.* 

Assignments  must  be  advised  to  the  Company 
and  recorded. 

Assignments  of  interest  are  dealt  witli  by  in- 
dorsement of  policies  on  request. 

C'an  be  made  by  indorsement  entered  at  this 
office,  if  appro\cd  of  by  the  manager  (for 
Tasmania),  or  chief  agents  in  Sydney  and 
Melbourne.  \ 

See  policy  condition  No.   9.* 

There  is  no  provision  in  the  policy  for  assign- 
ment of  interest,  but  a  transfer  of  the  in- 
terest by  will  or  operation  of  law  will  not 
invalidate  the  contract,  even  though  not  noti- 
fied to  the  Company.  (See  policy  condition 
No.  ^{d).)*  Applications  for  registration  of 
transfer  are  each  dealt  with  separately  on 
their  merits,  a  fee  of  2s.  6d.  being  charged 
for  each  registration,  except  in  the  case  of 
heirs,  executors,  administrators,  and  other 
successors  by  operation  of  law. 

See  condition  gid)  of  the  policy  (answer  to 
question  66).* 

Policy  can  be  transferred  and  assigned  by  one 
person  to  another,  provided  notification  of 
such  transfer  is  given  to  the  Company,  and 
duly  allowed  and  registered  by  them. 

The  Company  makes  no  provision,  but  in  the 
event  of  an  insured  wishing  to  transfer  his 
policy  to  a  third  party,  he  must  notify  the 
Company,  whose  permission  must  be  in- 
dorsed in  writing. 

The  policy  must  be  sent  for  registration  of  an 
assignment. 

See  clause  {d),  condition  9,  policy  conditions.* 

We  register  an  approved  indorsement. 

Policies  may  be  assigned  by  indorsement  to  be 
approved  of  by  the  Company. 

Assignments  of  policies  need  to  be  recognised 
by  the  Company. 

See  condition  No.  9.* 

See  policy  condition  9  {d.).*  ' 

They  can  be  assigned  at  any  time,  on  payment 
of  a  fee  of  2s.   6d. 

Notification  must  be  given  to  the  Company,  and 
the  assignment  registered  at  the  office. 

Assignments  are  usually  made  at  the  written 
request  of  the  insured. 

See  policy  cxindition  No.   9.* 

Assignment  must  be  made  on  policy,  and  noted 
in  books  of  the  Company. 

See  i)o!icy  condition   No.    g{d).* 

May  be  agreed  to  by  indorsements  on  policy. 

See  condition  No.  9,  copy  of  policy  enclosed.* 

See  policy  condition  No.  9  {d) — copy  at- 
tached .  * 

The  policy  may  be  transferred  subject  to  the 
approval  of  the  Company. 

The  sanction  of  the  Company  has  to  be  obtained 
by  indorsement  on  the  policy.  See  condition 
No.  9  and  its  subsection  (<£).* 

Indorsement. 

Policies  may  be  transferred  subject  to  registra- 
tion of  the  transfer  by  the  Company. 

Notice  to  be  given,  and,  if  approved,  indorsed 
on  the  policy. 


•  See  reply  No.  12  to  Question  No.  CC. 


See  reply  No.  12  to  (Jucstion  No.  66. 
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4?.  Extract  from  policy  form: — "The  interest  in 
this  policy  may  be  transferred  by  indorse- 
ment made  and  entered  in  the  office  of  this 
Company,  if  the  directors  approve  thereof, 
but  not  otherwise." 

43.  Assignments  are  allowed,  provided  the  assignee 
is  approved  of,  and  the  same  registered  in 
the  books  of  the  Company. 


Question  71. 

In  the  event  of  a  fire  occurring  in  a  property  sub- 
sequently to  the  date  of  its  sale,  would  a 
claim  made  on  the  vendor's  uriexpired  policy 
be  admitted  by  your  Company? 

Replies. 

1.  Depends   whether   vendor   had   interest  or   not. 

2.  If  there  were  no  suspicious  circumstances,   the 

Company  would  probably  pay. 

3.  Possibly,    but   would   depend    on   the    circum- 

stances. Such  an  event  as  set  forth  in  the 
question  very  rarely  happens. 

4.  If  made  by  the  insured  as  unpaid  vendor,  yes. 

The  purchaser  would  have  no  claim  unless 
the  Company  had  agreed  by  means  of  an 
indorsement  to  continue  the  insurance  in  his 
favour.  The  contract  is  purely  a  personal 
agreement,  and  does  not  attach  to  the  realty. 
We  undertake  to  indemnify  the  individual 
mentioned  in  the  policy  as  the  insured,  and 
him  only. 

5.  Yes  ;   if   the   vendor   retained   an   insurable   in- 

terest in  the  policy. 

6.  If  the  interest  of  the  insured  has  passed  away 

from  him  then  the  policy  ceases  to  attach. 
See  condition  9,  sub-section  {d)*,  but  each 
case  would,  as  a  matter  of  practice,  be  derdt 
with  on  its  merits. 

7.  Yes;    if    policy    has    been    transferred    as    per 

clause  given  above  ;*  in  special  cases  ex 
gratia  payments  are^  made. 

8.  Not  unless  allowed  before  fire.     See  condition 

No.  9  of  enclo.sed  policy  form.* 

9.  The  vendor   would  be  entitled   to   the   amotmt 

of  his  insurable  interest.  See  declaration  of 
loss  form  attaclied.* 

10.  See  clause  9  {d)  of  policy  conditions.* 

11.  Yes;  if  Company  was  notified  and  sanctioned 

same. 

12.  Not  if  his  interest  thereunder  had  ceased,  and 

no  assignment  registered  in  the  Company's 
books. 

13.  See  clause  9  {d)  of  policy  conditions.* 

14.  If  the  vendor's  interest  in  the  policy  (property) 

has  ceased,  the  policy  is  void. 

15.  Yes;    if   policy    has   Been    transferred,    as    per 

clause  given  above  ;*  in  special  cases  ex 
gratia  payments  are  made. 

16.  While    we    do   not    consider     ourselves     legally 

liable,  it  is  possible  that  an  ex  gratia  pay 
ment  would  be  made  in  such  a  case.  But, 
of  cour.se,  a  great  deal  would  depend  upon 
the  circumstances  in  each  individual  case. 
We  have  never  had  to  deal  with  the  point 
in  Australia.  It  very  rarely  occurs  in  prac- 
tice. 

17.  The  matter  is  governed  by  condition  9  of  the 

policy.*  If  the  condition  had  not  been  com- 
plied with,  an  ex  gratia  payment  might  be 
made. 

18.  Not  if  the  vendor  being  the  in.sured  had  no  in- 

terest in  the  property  destroyed. 
He     would     have     sustained     no     loss ;     ergo, 
would   have   no  claim   under    his    insurance 
policy. ^^ 

•See  reply  No,  12  to  Question  No,  W. 


19.  See  clau.se  9  {d)  policy  conditions.* 

20.  It  has  been  the  custom  to  admit  such  a  claim 

when  the  surrounding  circumstances  are 
satisfactory. 

21.  No;  unless  sale  were  notified.     See  clause  {d) 

condition  9,  policy  conditions.* 

22.  It  is  the  practice  for  the  vendor  to  indorse  his 
*     policy  to  the  buyer,  and  for  the  transfer  to 

be  registered  by  the  Company  if  the  buyer  is 
approved. 

23.  If  the  vendor's  interest  had  ceased,  the  claim 

would  not  be  admitted,  unless  an  indorse- 
ment to  the  purchaser  had  been  accepted  by 
the  Company.  That  is  the  rule,  but  ca.ses 
arise  where,  under  special  circumstances,  as 
an  act  of  grace,  the  rule  is  varied  by  the 
Company. 

24.  If  the  vendor  were  fully  paid,  he  would  have 

no  further  interest  in  the  policy ;  if  not  fully 
paid,  he  would  be  entitled  to  recover  to  an 
extent  not  exceeding  the  balance  of  purchase 
money  remaining  due  to  him. 

25.  See  condition  No.  9.* 

26.  Yes;    if   policy   has   been   transferred    (as    per 

policy  condition  No.   9  {d)).* 

The  Society  does  not  always  stand  upon 
its  legal  rights,  and  if  satisfied  that  no  fraud 
existed,  we  might  be  prepared  to  make  an 
ex  gratia  payment. 

27.  No;  not  unless  the  transfer  of  interest  had  been 

registered,   and  the  required  fee  paid. 

28.  Not  if  his  interest  thereunder  had  ceased,  and 

no  assignment  had  been  registered  in  the 
Company's   books. 

29.  It  would  depend  on  the  contract  of  sale,   and 

the  rights  and   liabilities  of  the  vendor. 

30.  Not  necessarily  so. 

3T.  Yes;  if  transfer  has  been  duly  registered. 
Registration  is  necessary  owing  to  the  pos- 
sible difference  in  the  moral  hazard. 

32.  See  policy  condition  No.   9.* 

Treatment.  — \  good  deal  depends  upon 
the  circumstances.  The  contract  is  with  the 
vendor,  and  not  transferable  without  the 
consent  of  the  Company,  and  I  believe,  as 
a  matter  of  fact,  that,  upon  a  contract  of  sale 
being  signed,  all  responsibility  passes  to  the 
purchaser,  who  becomes  liable  to  carry  out 
his  contract,  and  which  can  be  enforced  by 
the  vendor.  As  an  abstract  question  the 
vendor's  right  to  recover  ftom  the  insurance 
company  would  have  ceased,  and  if  the  pur- 
chaser fails  to  carry  out  his  contract,  the 
Insurance  Company's  policy  does  not  guaran- 
tee the  debt  of  a  purchaser,  who,  indeed, 
may  be  obnoxious  to  the  Insurance  Com- 
pany. It  is  difficult  to  answer  the  question 
directly,  because  in  a  very  large  proportion 
of  cases,  I  suppose,  while  the  Company 
would  probably  not  admit  the  claim,  they 
would  pay  ex  gratia.  The  personal  element 
is  very  essential  in  the  Fire  insurance  con- 
tract. 

33.  Not  unless  the  insured  had  an  interest  in  the 

property  insured. 

34.  Not  unless  allowed  before  fire.      See  condition 

No.  9  on  enclosed  policy  form.* 

35.  Not  unless  the  sale  had  been  notified  us,   and 

our  willingness  to  transfer  the  policy  to  the 
purchaser  obtained. 

36.  A  policy  being  a  contract  of  indemnity  to  the* 

person  insured,  it  does  not  pass  from  vendor 
to  purchaser  without  the  Company's  con- 
sent. 

See  reply  No.  12  to  (Question  No  OS. 
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37-  If  the  property  had  legally  passed  from  the 
vendor  to  the  purchaser,  no,  unless  the 
Company  had  transferred,  or  agreed  to 
transfer,  the  policy  to  the  purchaser.  If  the 
vendor  be  still  unpaid,  and  in  possession, 
the  claim  would  be  admitted  by  the  Com- 
pany. 

38.  If  the  vendor  sustained  any  loss,   it  would. 

39.  In  my  opinion,  the  policy  would  stand  for  the 

vendor's  benefit  to  the  extent  of  tlie  unpaitl 
purchase  money,  but  I  would  very  likely  con- 
sult the  Company's  solicitors. 

40.  Not  if  he  has  parted  with  his  interest  without 

notice  to,  and  allowed  by,  the  Company. 

41.  In  the  absence  of  a  policy   by  the  purchaser, 

yes,  provided  the  vendor  had  an  interest  in 
the  property. 
43.   Would    be    decided    by    surrounding     circum- 
stances. 


Question  72. 
Are  there  any  circumstances  under  v/hich  your  Com- 
pany would  decline  to  admit  such  a  claim? 

Reflies^ 

1.  Yes. 

2.  Yes  j    if    there    were    any      suspicious     circum- 

stances pointing  to  wrong-doing. 

3.  Yes,  in  ca.se  of  fraud. 

4.  See  reply  to  question  No.  71. 

5.  Yes,  if  the  vendor  did  not  retain  iin  iiisur;ible 

interest  in  the  property. 

6.  See  reply  to  question  No.  71. 

7.  See   reply  to  question   No.    71. 

8.  Yes.      See  condition   No.    9  of  enclosed  policv 

form.* 

9.  Yes,  .in  case  of  fraud. 

10.  Yes.     The  C^ompany  is  entitled  to  be  consulted, 

and  its  approval  secured,  before  the  insur- 
ance is  transferred  to  anotiier  party  whom 
the  Company  might  have  reason  to  distrust. 
The  contract  is  a  personal  one,  and  only 
transferable  by  consent  of  the  Company. 

11.  See  reply   to  question   71. 

12.  Dealt  with  in  reply  to  question  71. 

13.  I  cannot  conceive  of  any. 

15.  See   reply   to  question   No.    71. 

16.  See  reply  to  question  No.    yi. 

17.  See  reply  to  question  No.  71. 

18.  Yes,  if  insured  had  no  interest  in  the  propertv 

destroyed,  and  the  policy  had  not  been  trans- 
ferred to  the  new  owner. 

19.  We  regard  notification  of  a  transfer  of  interest 

as  of  the  utmost  importance,  because  the 
character  of  the  insured  is  one  of  the  essen- 
tials of  a  fire  insurance  contract. 
In  the  event,  therefore,  of  transfer  of  interest 
to  an  undesirable  character  without  notice  to 
the  Company  (from  the  Company's  stand- 
point), and  loss  en.suing,  payment  would 
probably  be  refused. 

20.  In  the  ca.se  of  fraud,  or  of  the  vendor  or  pur- 

chaser having  effected  an  insurance  with  an- 
other Company. 

21.  Yes.     See  reply  to  question  No.   71. 

22.  Every  case  stands  on  its  own  merits.      Strong 

evidence  of  fraud  would  be  a  bar. 

23.  See  reply  to  question  No.   71. 

24.  See  reply  to  question  No.   71. 

25.  Cannot  say.  ' 

26.  See  reply  to  question   No.   71. 

27.  See  reply  to  question  No.  71. 

28.  See  reply  to  question  No.  71. 

•  .See  renl.v  No.  V>.  to  Question  No.  0"!. 


29.  No. 

,50.   Probably    yes. 

31.  Yes,  if  very  serious  suspicions  were  entertained 
as  to  the  bona  fides  of  the  owner,  and  strong 
suspicions  of  arson. 

;>,2.  See  answer  to  question  No.  71;  and,  no  doubt 
there  are  circumstances  under  which  we 
would  decline  to  admit  such  a  claim ;  for 
instance,  if  the  purchaser  were  convicted  of 
setting  fire  to  the  property,  or  had  been  con- 
victed of  setting  fire  to  property  previously. 

33.  Yes  J   when  assured   became  not  interested. 

34.  Yes.     See  condition  No.   9  on  enclosed  policy 

form.* 

35.  Possibly. 

36.  Every  case  of  this  sort  can  only  be  considered 

on  its  own  merits. 

37.  Reply   hereto   is   embraced   in   replies   to   ques- 

tions No.  70  and  71. 

38.  We  would  decline  to  pay  vendor  if  he  .suffered 

no  loss. 

39.  I  have  not  experienced  any,  so  far. 

40.  It   would  entirely   depend   upon  the  nature  of 

the  circumstances. 

41.  Where  the  vendor's  interest  had  ceased. 
43.   There  might  be. 


Section  XXIV. — Government  Supervision. 
Question  73. 

(17)  Do  you  consider  that,  in  the  interests  of  the 
public,  Fire  insurance  bu.siness  should  be 
subject  to  Government  supervision  ? 

{!))  What  objections,  if  any,  exist  from  the  stand- 
point of  your  Company  to  Government 
supervision  ? 

Reflics. 

1 .  (a)  Yes ;    to    prevent    any    wild-cat    Companies 

starting,    or    Company,    person,    or     firm 
not  issuing  a  proper  balance-sheet. 
{b)  None. 

2.  {a)  No. 

{b)  That  the  cost  v/ould  be  out  of  all  propoi  - 
tion  to  the- benefit  to  be  secured. 

3.  {a)  Cannot  see  the  necessity. 
{b)  Unnecessary  cost. 

4.  (a)  No  necessity  has  been  shewn  for  such. 
(b)  It  has  been  found  to  be  highly  objectioni 

able  in  other  countries.  America,  for 
instance. 
Such  supervision  would  lead  to  no  inconsider- 
able expenditure,  which  would  presum- 
ably fall  on  the  Insurance  Companies  in 
one  way  or  another.  We  do  not  see  what 
useful  purpose  could  be  served  by  super- 
vising the  business  of  a  branch  oflSce,  for 
»  we  have  no  information  here   as   to  the 

reserves,  etc.,  etc.,  of  our  Company,  ex- 
cept as  indicated  by  the  annual  balance- 
sheet. 

5.  {a)  I  do  not  see  any  need  for  this. 

{b)  I  think  it  would  be  a  needless  expense. 

6.  {a)  No. 

.  '{h)  The  directors  and  shareholders  are,  in  my 
opinion,  the  best  judges  of  their  own 
business,  and  do  not  require  any  super- 
vision under  this  head  by  the  Govern- 
ment. 

7.  (a)  No,  as  I  do  not  think  the  interests  of  the 

public   would   be   served   by   such   super- 
vision. 
(h)  I  think  head  office  takes  the  same  view  of 
the  question. 

•  See  repl.T  No.  12  to  Question  No.  66. 
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8.  (a)  No. 

{b)  Unnecessary,  costly  to  Company,  gives  a 
lot  of  work  not  of  any  use,  and  delays 
office  work. 

9.  ((*)  No. 

{b)  It  is  unnecessary. 
10.  (a)  No.     The  only  essentials    are    those   pro- 
vided by  statute,   viz  :  — 
Registration  and  publication  of  accounts 
at  regular  intervals ;    in    a    word, 
publicity. 
{b)  It  is  unnecessary.      It  would  be  useless, 
n.   {a)  No. 
{b)  None. 

12.  (a)  No   apparent   advantage   to   be   gained   by 

such  a  step. 
{b)  Have  none  to  offer. 

13.  (a)  Not  more  so  than  any  other  business. 
{b)  Consider   it   unnecessary. 

14.  (a)  No. 
{b)  None. 

15.  (a)  No;  as  I  do  not  think  the  interests  of  the 

public  would  be  served  by   such  super- 
vision. 
(b)  I  think  head  office  takes  the  same  view  of 
the   question. 

16.  (a)  No;   I  confess  I  cannot  see  how  it  would 

benefit  the  public. 
{b)  Supervision  would,  I  take  it,  be  accom- 
panied by  publication,  and  while  the 
Company  always  publishes  its  accounts 
annually,  and  is  willing  to  give  all  rea- 
sonable information,  we  should  most 
.strongly  object  to  the  publication  of  the 
details  of  our  business,  or  of  any  section 
thereof,  which  would  disclose  to  our 
competitors  information  as  to  the  charac- 
ter of  our  business.  We  claim  the  right 
accorded  to  all  other  traders  and  mercan- 
tile concerns  of  keeping  the  details  of 
our  business  to  ourselves. 

17.  (a)  No. 

{b)  We  are  not  acquainted  with  the  Company's 
views  on  the  subject. 

18.  (a)  Not   further   than   that   Companies    should 

file  copies  of  their  balance-sheets  and 
show  each  branch  of  their  business 
separately  in  form  of  a  return  to  prove 
their  stability. 
{b)  There  is  no  more  necessity  for  general  Go- 
vernment supervision  in  Fire  insurance 
business  than  there  is  in  any  other  com- 
mercial businesses.  Besides,  there  is 
nothing  to  show  that  such  supervision  is 
necessary. 

19.  (a)  We  are  not  aware  of  any  circumstances  con- 

nected with  the  conduct  of  Fire  insur- 
ance business  in  Australia,  which  makes 
it  expedient  that  there  should  be  Govern- 
ment supervision.  We  do  not  recall  any 
case  where  a  British  Fire  Company  has 
failed  to  meet  its  obligations.  There  is. 
in  my  judgment,  no  class  of  the  com- 
munity which  can  show  such  a  clean  re- 
cord. Banks  have  closed  their  doors, 
firms  have  failed,  but  Fire  Insurance 
Companies  have  gone  steadily  on  meeting 
their  losses. 
(b)  (i.)  It  is  unnecessary. 

(W.)  It  would  increase  the  cost  of  workin;T 
the  business,  which  would  mean  higher 
rates. 
(iii.)  It  would  he  of  little  practical  value,  be- 
cause the  public  themselves  judge 
from    the    published    reports    of    the 


Companies  and  the  general  experience 
of  loss  settlements  much  more  accu- 
rately than  any  academic  supervision 
could. 

20.  (a)  No. 

(Z>)  Circumstances  do  not  point  to  the  need  of 
any  such  thing. 

21.  (a)  No. 
{b)  None. 

22.  (a)  No;   Companies  have  an  established  repu- 

tation. 
{b)  Unnecessarily  harassing,  and  would  increase 
working  charges. 

23.  (a)  I    do   not   see   that   any    advantage   to   the 

public    would    accrue    from    Government 
supervision.     That   is   my   experience   of 
American  business. 
(b)  Usually  conditions  are  imposed  which  only 
hamper  business. 

24.  (a)  It  does  not  appear  to    me    that    anything 

would  be  gained  thereby. 
{b)  I  am  not  offering  any. 

25.  (a)  No.      Simple  publication  of  accounts  suffi- 

cient for  all  purposes. 
{h)  None;   except  that  supervision  is   regarded 
as  a  work  of  supererogation. 

26.  (a)  No;  as  I  do  not  think  the  interests  of  the 

public  would  be  served  by  a  Government 
supervision. 
{b)  I   cannot  say   what    the  objections    of  the 
head  oflSce  of  the  society  are  on  the  sub- 
ject. 

27.  (a)  Yes. 

{b)  None  whatever. 

28.  (a)  No  advantage  would   appear  to  be  gained 

by  such  action. 
(Z»)  None. 

29.  (a)  No. 

{b)  It  is  not  necessary. 

30.  (a)  No. 

[b)  No  more  necessity  than  for  any  other  class 
of  business  or  trade. 
3r.   (a)  To  a  very   limited   extent. 

{h)  Briefly,  that  as  each  Company  (although 
under  a  Government  Department  would 
file  the  same  returns)  manages  its  internal 
workings  differently,  and  probably  no 
two  Companies  will  have  the  same  ideas 
as  to  underwriting,  for  the  Government 
to  interfere  in  matters  such  as  this  would 
simply  mean  to  hamper  the  business,  and 
not  be  productive  of  good  to  any  one. 
Fire  underwriters'  opinions  differ  so 
materially  on  important  points  in  the 
Fire  business  and  it  is  very  improbable 
that  any  official  appointed  by  the  Govern- 
ment would  have  sufficient  knowledge  or 
standing  to  decide  many  important 
|)(5ints. 
32.  (a)  I  consider  generally  that  as  a  Fire  in- 
surance contract  is  an  annual  one,  and 
the  balance-sheets  of  all  Companies  are 
availal)le,  there  is  no  more  necessity  for 
Government  supervision  over  Fire  In- 
surance Companies  than  there  should  be 
over  any  other  business 

(//)  A  great  deal  depends  upon  what  the  super- 
vision proposed  consisted  of  ;  but  what- 
ever it  might  be,  1  do  not  see  that  it 
could  possibly  be  effectual  unless  Govern- 
ment servants  were  stationed  to  view  the 
daily  business  in  every  insurance  office. 
Government  .servants  in  Victoria  are  nor 
supposed  to  have  any  prior  knowledge  or 
the  Department  to  which  they  are  al- 
lotted, as  I  believe  they  are  simply  trans- 
ferred from  one  to  another  by  seniority 
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without  regard  to  experience  or  difference 
of  work.  I  do  not  know  how  this  may 
be  in  the  Commonwealth,  or  in  the  ser- 
vices of  other  States.  They  are  neces- 
sarily ignorant  of  Fire  insurance  busi- 
ness, and  unless  thoroughly  trained  to  it 
any  "  supervision,"  which  probably 
means  "  interference,"  would  be  not  only 
useless,  but  mischievous  and  obstruc- 
tive. Even  in  different  branches  of  what 
comes  under  the  designation  of  "  in- 
surance "  business,  it  would  be  folly  to 
place  supervision  of  one  branch  under 
the  charge  of  a  man  who  was  brought  up 
under  another;  for  instance,  to  place  a 
"  Fire  "  insurance  man  in  charge  of  a 
"  Life, "  "  Marine, "  or  "  Accident ' ' 
Company,  and  vice  versa.  All  Com- 
panies have  to  make  certain  returns  to 
the  Government,  and,  speaking  for  our- 
selves, we  have  to  make  the  returns  for 
different  Departments  which  cover  in 
many  respects  the  same  particulars. 

Yes ;  to  a  certain  extent. 

Cannot  answer  for  the  Company.  From 
our  own  views,   none. 

No. 

Unnecessary,  costly  to  Company,  gives  a 
lot  of  work  not  of  any  use,  and  delays 
office  work. 

No.  ; 

Quite  unnecessary  in  my  opinion. 

Quite  unnecessary.  Companies  must,  and 
do,  so  conduct  business  as  to  secure  and 
retain  the  confidence  of  the  public,  or 
they  would  soon  lose  their  connexion. 

See  above. 

No.  Except  as  regards  the  solvency  of 
the  Company  doing  business.  The  Go- 
vernment should  have  powers  to  prevent 
unstable  Companies  doing  business. 

Cannot  reply  without  knowledge  as  to  the 
nature  of  such  Government  supervision. 

No. 

Unnecessary. 

I  do  not  think  it  is  necessary. 

I  cannot  say  generally.  It  would  depend 
on  the  nature  of  the  supervision. 

No. 

Do  not  consider  it  is  required. 

No. 

Interference  with  public  enterprise. 

So  long  as  steps  are  taken  to  ensure  the 
ability  of  the  Company  to  pay  its  liabili- 
ties by  proper  provision  of  reserve  funds, 
further  supervision  would  be  unnecessary. 

None,  provided  it  is  not  unduly  harassing. 


Question  74. 

What  do  you  consider  .should  be  the  nature  of  the 
supervision  (if  any)  exercised  by  the  Go- 
vernment ? 

Replies. 

T.   P^very  Company  and  every  underwriter  should 
be  licensed  by  the  Government  annually. 

2.  To  see  that  the  balance-sheet  shows  the  posses- 

sion of  substantial  funds,  and  that  a  fair 
proportion  is  held  in  liquid  form. 

3.  Lodging  of  the  balance-sheet  every  year,   and 

before  registration  to  transact  business  is 
granted,  care  to  be  taken  that  the  Company 
is  sound  financially. 

4.  See  reply  to  question  No.  73  (b). 

5.  See  reply  to  question  No.   73, 
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Do  not  consider  there  should  be  any. 

None. 

None,  beyond  the  registration  of  the  last 
balance-sheet  to  see  the  Company  is  solvent. 

See  reply  to  question  73  (a),  (b). 

Nil. 

See  reply   to  question  73   (a). 

Unable  to  say. 

Nil. 

None. 

Supervision  of  returns,  by  which  proper  finan- 
cial stability  is  as.sured,  or  the  Company  to 
cease  business. 

Nil. 

See  reply  to  question  No.  73. 

See  reply  to  question  No.   73. 

See  reply  to  question  No.   73. 

I  cannot  say.  ' 

See  reply  to  question  No.   73. 

I  have  no  special  suggestions  to  make.  My 
corporation  will  be  satisfied  with  any  rea- 
sonable measure  of  Government  supervision 
and  control. 

Cannot  make  any  suggestion. 

None. 

Filing  of  returns  showing  the  total  paid-up 
capital  and  reserve  fund  of  the  Company 
compared   with  its  net  premium  income. 

See  replies  to  question  No.   73. 

I  can  make  no  suggestions  whereby  Govern- 
ment supervision  would  be  of  use  to  the 
companies  or  to  the  public. 

Examination  of  liabilities  and  assets. 

None,  beyond  the  registration  of  the  last 
balance-sheet  to  see  the  Company  is  solvent. 

See  reply  to  question  No.   73  (a). 

1  think  it  a  good  thing  for  the  Government 
to  see  that  only  respectable  and  solvent 
companies  are  allowed  to  transact  business 
in  Australia. 

See  reply  to  question  No.  73. 

Supervision  as  to — 

(i.)  Assets  sufficient  to  meet  liabilities, 
(ii.)  Overtrading. 

(iii.)  Protection  to  policy-holders  by  reserve 
of  proper  proportion  for  unexpired 
risks. 


Question  75. 

Do  you  consider  that,  if  exercised,  such  supervision 

should  be  by  the  Commonwealth  or  by  the 

State  Government? 

I 

Re-plies. 

1.  Commonwealth,  one  law  to  apply  to  all  States. 

2.  By  the  Commonwealth. 

3.  Immaterial. 

4.  By  the  Commonwealth. 

5.  See  reply  to  question  No.  73. 

6.  The  Commonwealth. 

7.  If  exercised,  prefer  Commonwealth. 

8.  By  the  Commonwealth. 

9.  If  done,  should  be  Federal. 

10.  Neither  is  necessary,  but  if  enforced  it  would 

be   desirable  that  the  legislation   should   be 
uniform. 

11.  See  reply  to  question  No.  73  (a). 

12.  Unable  to  say. 

13.  As  above. 

14.  State. 

15.  If  exercised,   prefer  Commonwealth. 

16.  By  the  Commonwealth  Governm.ent. 

17.  Bv  the  Commonwealth. 

18.  Commonwealth  Government. 

19.  Uniform  legislation  would  be  an  advantage  to 

companies. 
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20. 
21. 

22. 

'3- 


By  the  Conimonwealth  Government. 

State. 

See  reply  to  question  No.   73. 

If  any  at  all,  the  Commonwealth  would  be  the 

lesser  of  two  evils. 
I  cannot  answer  this  question. 
Length   of   residence  in    the    colony   does   not 

justify  answer  from  me.      I  only  came  from 

Home  about  six  years  since. 

26.  Commonwealth  Government. 

27.  By  the  Federal  Government. 

28.  Cannot  say. 

29.  The  former. 
State  Government. 
I  do  not  think  it  matters  whether  it  be  by  the 

State  or  the  Commonwealth,  except  that  if 
it  were  inflicted  it  should  be  uniform  in 
character,  which  may  perhaps  ppint  to  the 
Commonwealth.  At  present  in  the  Life  In- 
surance branch  there  is  diverse  legislation  in 
almost  every  State. 

State. 

By  the  Commonwealth. 

The  Commonwealth. 

Commonwealth. 

See  reply  to  question  No.  73. 

Either. 
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Question  76. 

Would  it,  in  your  opinion,  be  desirable  to  require 
the  publication  of  details'  of  business  of 
Fire  Insurance  Companies  on  similar  lines 
to  the  details  required  from  Life  Assurance 
Companies  ? 


Replies. 
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No. 

No. 

No. 

No,  the  nature  of  the  business  is  so  widely 
divergent. 

The  only  advantage  which,  it  might  be  urged, 
would  be  .secured  would  possibly  be  a  pub- 
lished evidence  of  the  adequacy  pf  the 
reserves  of  a  company.  Companies  are 
already  required  to  publicly  display  their 
annual  balance-sheets,  and  to  make  a 
declaration  as  to  the  assets. 

Not  practicable,  so  far  as  I  can  judge. 

No. 

No. 

No. 

No. 

No.  The  publication  of  balance-sheets  as 
now  practised  is  practically  all  that  is 
neccssr.ry  for  the  protection  of  the  public. 

No. 

Cannot  offer  an  opinion. 

No. 

I  have  no  opinion. 

No. 

No. 

No. 

No. 

No.  The  essential  conditions  of  life  and  fire 
business  are  so  different  that  any  comparison 
is  misleading. 

In  Life  Insurance  a  man  is,  in  effect,  saving 
monev  for  his  old  age  or  death,  and  it  is 
necessary  he  should  know  how,  over  a  series 
of  years,   his  investment  is  likely  to  run. 

In  Fire  Insurance  a  man  simply  pays  a  certain 
sum  for  protection  against  fire  for  a  certain 
period.  After  the  expiration  of  that  period 
he  has  no  further  interest,  and  can  transfer 
his  business  without  loss  to  himself. 
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Not  on  lines  required  by  Life  Companies,  but 
I  think  all  Fire  Insurance  Companies  doing 
business  in  the  Commonwealth  should  be  re- 
quired to  publish  and  file  complete  returns 
of  business  transacted  in  each  State. 

No  necessity.  P'ire  contracts,  as  a  rule,  are 
for  twelve  months.  Life  contracts  are 
usually  indefinite. 

No,  audited  balance-sheets  sufficient  for  the  in- 
suring public. 

No. 

I  cannot  .see  that  anything  would  be  gained 
thereby. 

No. 

No. 

I  can  see  no  good  purpose  which  would  be 
served  by  so  doing. 

Cannot  say. 

No. 

No. 

No. 

Certainly  not;  it  is  the  private  business  of  the 
companies.  See  also  answers  to  questions 
Nos.   25,   26,  and  27. 

Do  not  know  what  is  required  of  Life  As- 
surance Companies  ;  cannot  therefore  answer. 

No. 

No,  a  Company's  balance-sheet  discloses  all 
that  is  essential  or  necessary  for  the  public 
to  know. 

No,  the  annu.il  audited  accounts  should  be 
sufficient. 

It  would  be  impossible  to  obtain  details  of 
Fire  business  on  the  same  lines  as  Life  busi- 
ness. Almost  every  fire  risk  is  different  in 
some  detail  to  others,  and  involves  special 
increases  or  decreases  in  rate  accordingly. 
The  business  must  therefore  be  dealt  with 
as  a  whole.  A  point  to  be  borne  in  mind 
is  that  all  Life  policies  involve  the  final  pay- 
ment of  the  insurance,  while  in  Fire  busi- 
ness it  is  only  the  minority  under  which 
claims  occur,  the  business  being  done  on  the 
principle  of  the  many  paying  for  the  few. 

No,  do  not  see  in  what  way  public  can  be 
benefited. 

I  do  not  know  what  the  details  required  from 
Life  Companies  are. 

I  do  not  think  so. 

No,  because  the  published  returns  of  Com- 
panies give  the  public  all  the  information 
they  require. 

No  objection. 


Question  77. 
\Vhat   objections,    if   any,    could   be   urged   against 
such  publication? 

Replies. 

1.  Impossible  to  give  anything  reliable. 

2.  That  owing  to  the  varying  nature  of  the  busi- 

ness the  returns  would  be  practically  value- 
less. 

Disclosure  of  our  methods  to  our  competitors. 

It  appears  to  us  to  be  useless,  and  would  lead 
to  increased  labour  and  expense  in  pre- 
paring valueless  statistics,  with  no  advantage 
to  the  public. 

Fire  Insurance  operations  could  not  be  sche- 
duled on  the  same  lines  as  Life,  owing  to 
the  great  variety  in  detail  of  fire  risks  and 
owing  to  the  element  of  moral  hazard. 

Not  practicable  to  publish  the  details. 

I  do  not  see  that  such  publication  would  benefit 
the  public. 
8.  Disclosing  private  information. 
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The  result  would  be  useless. 

It  is  unnecessary.  It  would  be  useless.  It 
might  be  misleading,  and  it  certainly  would 
be  unfair  as  it  would  place  the  details  of 
our  business  in  the  hands  of  competitors. 

Think  the  information  should  be  confidential. 

See  reply  to  question  No.  76. 

I  consider  it  unnecessary. 

None. 

I  do  not  see  that  such  publication  would  benefit 
the  public. 

16.  See  reply  to  question  No.  73  (b). 

17.  We  cannot  see  any  reason  why  the  details  of  a 

Fire  Insurance  Company's  business    should 
be  published. 
Such  information   would   do  no  good   to    any 
one,  and  would  be  useless  for  any  purpose, 
other  than  disclosing  the  trading  details  of 
a  Company, 
(i.)  It  would  serve  no  useful  purpose, 
(ii.)  It  might  have  the  effect  of  misleading  the 
public  as  to  the  relative  merits  of  vari- 
ous Companies, 
(iii.)  It   would   add  to  the  cost  of   running  the 

business. 
(iv.)  It  might  place  in  the  hands  of  unscrupulous 
competition  valuable  information. 

20.  I  have  no  objection  to  publication  of  complete 

returns  of  business  done. 

21.  It  gives   competitors   too  much  knowledge    of 

your  business. 
92.   Not  necessary.    Fire  contracts  run  for  one  year  . 
only. 

No  particular  advantage  would  be  gained,  ard 
it  would  only  create  more  work  and  expen- 
sive returns.  My  answer  is  increased  ex- 
penses. 

I  am  not  urging  any. 

The  cost  as  contrasted  with  the  extremely  pro- 
blematical advantages  to  be  derived. 

I  do  not  see  that  any  benefit  to  the  public 
would  be  served  by  the  publication  of 
details. 

Fire  policies  are  annual  contracts,  and  there  is 
no  future  liability  to  be  provided  against 
such  as  exists  in  TJfe  Insurance,  which 
would  warrant  the  Government  in  saddling 
the  Companies  with  the  inevitable  cost  of 
compiling  such  returns. 

28.  Cannot  say. 

29.  Quite  unnecessary  work,   which  would   add  .to 
the  expense  of  the  business. 

Object  on  principle  to  the  workings  of  the 
office  being  divulged  to  competitors  and 
others.  The  publication  of  balance-sheets 
as  is  done  at  present  should  be  sufficient. 

I  do  not  think  it  would  be  of  any  advantage 
Fire  Companies  returns  being  unduly  made 
out  in  detail,  and  certainly  not  such  minute 
details  which  appear  to  be  much  more  neces- 
sary in  the  case  of  Life  Assurance,  where 
Companies  are  trustees  in  the  majority  of 
cases  for  the  life  time  of  the  insured,  and 
where  naturally  the  more  control  is  necessary. 

It  is,  as  stated  in  reply  to  question  No.  76,  the 
private  business  of  Insurance  Companies, 
and  the  results  are,  and  can  only  be  obtained, 
not  from  statistical  tables  or  facts  available 
to  every  one,  but  from  the  exercise  of  the 
personal  judgment  and  business  faculties  of 
those  who  conduct  it,  brought  to  bear  bv 
means  of  the  experience  they  have  achieved, 
often  times  at  the  cost  of  a  life's  labour  ; 
all  of  which  constitute  tools  of  trade,  and 
have  been  paid  for  by  the  Company  in  pre- 
cisely the  same  way  as  a  carpenter's  tools 
are  paid  for  by  him.      They  are  absolutely 
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useless  for  any  public  purpose,  even  if  they 
were  not  private  property,  and  are  totally 
distinct  from  any  definite  mathematical  con- 
clusions which  might  be  arrived  at  upon  de- 
finite data,  such  as  mortality  and  interest 
tables  from  which  Life  Insurance  tables  are 
deduced.  Life  Insurance  tables  and  prac- 
tice are  very  crude  as  compared  with  the  in- 
finite variety  of  conditions  affecting  Fire 
Insurance. 

34.  Disclosing  private  information. 

35.  Unnecessary. 

36.  It  would  increase  working  expenses,  and  such 

information  is  of  no  use  to  the  general 
public. 

39.  I  am  not  urging  any. 

40.  Companies  do  not  care  that  their  competitors 

should  obtain  information  as  to  the  inner 
working  of  their  business. 

41.  No   objection,    but    consider     such    publication 

unnecessary. 
None. 
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Question  78. 

what  intervals,  if  at  all,  do 'you  consider  such 
details  should  be  published? 

Replies. 

Not  necessary. 

See  reply  to  question  No.  76. 

See  reply  to  question  No.  76. 

Vide  reply  to  question  No.  76. 

See  reply  to  question  No.  77. 

Not  at  all. 

See  reply  to  question  No.  77. 

Not  required. 

See  replies  to  questions  Nos.  76  and  77. 

See  reply  to  question  No.  77. 

See  replies  to  questions  Nos.  76  and  77. 

See  reply  to  question  No.  76. 

See  reply  to  question  No.  77  . 

See  reply  to  question  No.  77. 

Not  at  all. 

Every   year. 

Annually. 

See  reply  to  question  No.  77. 

See  reply  to  question  No.  76. 

I  cannot  say. 
,   Preceding  answers  make  reply  unnecessary. 
,   Not  at  all. 
,  Cannot  say. 
,  No. 

.   See  reply  to  question  No.  77. 
.   See  reply  to  question  No.  77. 

Not  required. 

I  do  not  know.     No  statistics  of  value  could  be 
obtained,  except  over  a  lengthy  period. 

See  answers  to  previous  questions. 

Each  year. 


Section  XXV. — Deposits  with  Government 
Question  79. 
V\"hat  is  your  opinion  as  to  the  desirability  of  re 
quiring  a  Company  to  lodge  a  deposit  witt 
the   Government   prior   to   commencing    Fire 
Insurance  business  in  the  Commonwealth? 

Replies. 

1 .  No  objections  to  this,  any  Company,  person,  ot 

firm  to  be  included,   and   required  to  make 
deposits  on  similar  terms. 

2.  Think  it  unnecessary,  if  the  Company  is  one  ot 

standing;    but    a    substantial    deposit    would 
keep  out  "  wild  cat"  Companies. 
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Consider  every  Company  should  have  tangible 
assets  in  the  Commonwealth,  not  necessarily 
Government  deposits. 

The  only  benefit  to  the  public  would  be  to  pre- 
vent the  establishment,  or  entry  of  small 
Companies  with  insufficient  reserve  funds 
and  capital.  No  necessity  has  been  shown 
for  such  a  deposit.  Proper  measures  in  this 
comiexion  could  be  included  in  a  Companies 
Act. 

As  the  Fire  Insurance  contract  is  almost  invari- 
ably for  only  one  year,  I  see  no  need  for  any 
such  deposit. 

Think    it    is    very    necessary    that    a    Company 
should  lodge  a  deposit  with  the  Government 
prior  to  commencing  fire  business,   to  estab 
lish  their  liona  -fides. 

Do  not  think  such  a  deposit  desirable. 

Not  required,  provided  it  has  a  paid-ftp  capital 
sufficient  for  the  business  it  is  going  to  start. 

If  the  Company  be  one  which  has  investments 
in  Commonwealth  securities,  I  do  not  think 
a  deposit  necessary. 

I  do  not  think  it  is  necessary,  and  it  certainly 
is  undesirable.  A  Fire  Insurance  Company 
should  have  its  funds  unencumbered  and  in- 
vested in  liquid  securities  readily  available 
for  the  payment  of  losses.  To  tie  up  any 
portion  of  its  funds  is  to  impair  its  stability. 

Think  very  desirable. 

The  idea  is  a  practicable  one. 

Consider  undesirable  to  fetter  Companies  any 
more  than  at  present  necessary  under  tne 
Companies  Act. 

I  do  not  see  any  necessity  for  this. 

Do  not  think  such  a  deposit  desirable. 

I  have  no  information  as  to  the  opinions  of  mv 
directors  on  the  subject  of  lodging  a  de- 
posit, but  it  can  readily  be  seen  that  if  the 
Govermnent  of  each  State  in  which  the  Com 
pany  carries  on  business  were  to  require  a 
substantial  deposit,  a  very  large  part  of  the 
Company's  funds  would  be  thereby  locked 
up,  and  this  might  have  the  effect  of  seri- 
ously retarding  the  operations  of  the  Com- 
pany. I  ha\e  no  doubt  that  this  view  is 
shared  by  the  directors.  At  the  same  time, 
I  ■  am  free  to  admit  that  it  might  be  desir- 
able to  require  a  deposit  from  Companies 
whose  financial  standing  is,  after  inquiry, 
found  to  be  unsatisfactory.  I  note  that  this 
question  refers  only  to  Companies  commenc- 
ing business. 

The  only  ground  on  which  such  deposits  could 
be  considered  desirable  is  that  their  presence 
might  afford  a  proof  of  stability.  Such 
proof  is  given  by  the  published  accounts  of 
the  various  Companies. 

This  is  certainly  desirable,  and  would  be  a 
safeguard  to  the  public  against  "  wild  cat  " 
insurance  concerns  such  as  were  rampant  at 
one  time  in  the  United  States  of  America. 

See  reply  to  question  No.  73. — There  is  no  rea- 
son whatever  for  requiring  such  a  deposit.    • 

I  advocate  such  a  proposal. 

Companies  whose  head  offices  are  not  situated 
in  the  Commonwealth  should  be  so  required. 

Undesirable.  Deposits  in  every  State  or  coun- 
try would  so  split  up  a  Company's  funds 
that  prompt  settlement  of  losses  by  a  con- 
flagration of  magnitude  would  be  impossible. 
In  the  public  interest  funds  should  be  free 
to  be  diverted  in  any  particular  direction. 

Not  desirable. 


24.  There  are  objections  to  such  a  course.    A  Com- 

pany   doing    a    world-wide    business    should 
have    funds,    accumulated    at    some    centre, 
available  in  any  emergency.     Such,   for  in-* 
stance,  as  the  San  Francisco  fire.     Scatter- 
ing a  Company's  funds  all  over  the  won; 
iti  not  good  policy. 

25.  Distinctly  unfavorable  to  such  requirement. 

36.  I  think  it  would  be  desirable  under  certain  con- 

ditions. 

37.  I  consider  it  highly  desirable  from  all  points 

of  view. 

28.  Practicable,  but  unnecessary. 

29.  I  do  not  think  it  desirable. 

30.  Do  not  think  it  desirable. 

31.  I  consider    it    eminently    desirable    that  Com- 

panies having  their  head  offices  outside  the 
Commonwealth  should  lodge  a  deposit  with 
the  Commonwealth.  It  is  not  necessary  in 
the  case  of  local  offices,  as  all  their  assets 
are  invested   within  the   Commonwealth. 

32.  The  whole  system  of  Fire  ^Insurance  is  based 

upon  average  results,  not  upon  the  result  in 
any  particular  place,  and,  in  so  far  as  the 
assets  may  be  locked  up  in  any  particular 
place  so  as  to  be  unavailable  for  use  else- 
where, the  general  security  of  the  Company 
is  diminished.  It  is  a  case  of  the  old  fable 
of  a  bundle  of  sticks ;  and  may  also  be 
likened  to  the  case  of  an  army  spread  abroad 
over  a  vast  area  with  concentration  pro- 
hibited ;  the  collective  streiigth  of  that  army 
might  be  sufficient  to  repel  any  enemy,  but  if 
it  is  prohibited  from  acting  together,  an 
enemy  (such,  for  instance,  as  a  fire)  operat- 
ing with  strong  force  at  one  of  the  points, 
may  overwhelm  the  whole  force  in  succession. 
The  theory  of  insurance  is  that  in  the  case 
of  a  properly  managed  Company  the  pro- 
bable loss  sustained  in  any  one  place  shall 
be  very  largely  indeed  within  the  resources 
of  the  Company  available  to  meet  it;  and 
whenever  special  deposit  is  required  in  any 
one  place  the  ability  of  the  Company  to  meet 
its  engagements  in  an  emergency  is  to  that 
extent  weakened.  Take  the  case  of  the  re- 
cent San  Francisco  disaster.  My  Company 
has  large  investments  in  the  United  States, 
quite  apart  from  any  obligatory  require- 
ments. It  paid  ;£i,35o,ooo  sterling  for  its 
share  of  the  loss.  It  paid  this  without 
diminishing  any  of  its  funds  in  the  United 
States,  for  the  simple  reason  that  (indepen- 
dent of  other  funds)  it  had  upwards  of  three 
millions  of  money  free  of  obligations,  which 
it  could  concentrate  in  any  one  case.  If 
that  money  had  been  tied  up  and  ear-marked 
— so  much  applicable  to  Australia,  so  much 
to  New  Zealand,  so  .Yiuch  to  France,  so  much 
to  Scotland,  and  so  on,  that  concentration 
would  have  been  impossible,  the  San  Fran- 
cisco losses  would  have  gone  unpaid,  and 
the  Company  would  have  become  insolvent 
as  regards  the  State  of  California,  although 
perfectly  solvent  and  with  large  surpluses 
as  regards  the  rest  of  the  world.  No  de- 
posit that  could,  in  practice,  be  demanded 
as  adequate  to  meet  possible  loss  in  every 
place,  could  ever  be  forthcoming.  In  fact, 
it  will  be  seen  that  legislation  that  requires 
separate  deposits  in  each  country  would,  if 
carried  out  to  its  logical  conclusion,  destroy 
the  whole  principle  of  insurance ;  because 
if  a  portion  of  the  funds  should  be  ear- 
marked  for,    say,    the   Commonwealth,    then 
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it  is  reasonable  that  each  State  should  re- 
quire a  part  of  that  separate  sum  to  be  ear- 
marked for  it,  and  the  same  with  each  town 
and  village,  and  so  on  down  to  each  indi- 
vidual risk.  In  each  case  there  would  be  no 
possibility  of  paying  any  loss  in  excess  of 
the  separate  deposit,  unless  the  Company 
possessed  surplus  funds  in  excess  o?  the  de- 
posit, in  which  case  the  deposit  would  be 
superfluous  as  security.  As  regards  my 
Company,  we  have  made  deposits  where 
they  have  been  required  by  law,  in  some 
cases,  and  in  other  cases  we  have  retired 
from  business  rather  than  do  so;  and  our 
surplus  funds  are  so  large  that  probably  any 
deposit  that  was  required  in  the  Common- 
wealth would  make  very  little  difference; 
and,  as  a  matter  of  fact,  we  already  have 
investments  here  which  would  no  doubt 
many  times  exceed  what  was  required.  But 
there  are  some  cases  of  perfectly  sound  Com- 
panies, who,  not  being  on  so  large  a  scale 
as  this  one,  would  probably  prefer  to  retire, 
which  might  be  an  advantage  to  their 
competitors,  but  would  give  no  public 
advantage.  A  large  number  of  United 
States  Companies  failed  to  meet  their 
San  Francisco  obligations  simply  be- 
cause large  proportions  of  their  funds 
were  locked  up  in  the  different  States. 
My  Company  took  over  the  entire  business 
of  one  of  them  because,  being  unable  to  pay 
its  losses  in  the  State  of  California,  it  became 
prohibited  from  doing  business  there  (as  if 
insolvent),  and  then  was,  consequently,  pro- 
hibited from  doing  business  in  other  States 
where  it  had  plenty  of  money  deposited. 

Yes,  but  not  necessarily  with  the  Government, 
unless  the  Government  paid  interest  on  de- 
posit. 

Not  required,  provided  it  has  a  paid-up  capital 
sufficient  for  the  business  it  is  going  to  start. 

Do  not  believe  in  deposits  at  all.  If  the  public 
are  such  fools  as  to  require  protection  Com- 
panies with  funds  less  than  ^100,000  might 
be  made  to  lodge  security  to  the  extent  of, 
say,  _;£io,ooo. 
36.  A  Company  should  be  required  to  show  ade- 
quate capital  before  obtaining  a  licence.  The 
principle  of  deposits  I  do  not  approve;  a 
Company's  funds  should  be  free,  so  as  to 
enable  it  to  meet  losses,  in  event  of  a  confla- 
gration of  magnitude,  promptly. 

If  the  Government  had  powers  to  prevent  an 
unstable  Company  from  doing  business,  and 
only  authorized  such  offices  as  are  financially 
strong  and  sound,  there  would  be  no  neces- 
sity for  any  such  deposit. 

Very  desirable. 

I  do  not  think  it  is  necessary,  provided  care  is 
taken  that  only  solvent  and  respectable  Com- 
panies are  allowed  to  operate,  and  there  are 
objections  to  it,  inasmuch  as  the  reserves  of 
Insurance  Companies  should  bo,  as  far  as 
possible,  in  easily  realizable  form,  so  as  to 
meet  readily  such  calamities  as  the  San 
Francisco  conflagration. 

Unnecessary  for  duly  constituted  Companies 
when  there  is  an  opportunity  of  ascertaining 
their  stability. 

Think  this  is  desirable. 

Cannot  see  any  advantage  if  the  Company  is 
sound  and  assets  otherwise  inve:  ted  sufficient 
to  meet  its  liabilities. 


Question  80. 

n  your  opinion,  should  such  deposit  remain  with 
the  Government  so  long  as  Fire  Insurance 
business  is  transacted  by  the  Company  in  the 
Commonwealth. 
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Replies. 

Yes. 

Yes,  if  a  deposit  is  made  compulsory. 

The  above  mentioned  assets  should. 

If  required  at  all,  yes. 

See  reply  to  question  No.  79. 

Yes. 

See  reply  to  question  No.  79. 

Not  required. 

If  made,  should  remain. 

See  reply  to  question  No.   79. 

Yes. 

Impqgsible  to  give  any  opinion. 

See  reply  to  question  No.  79. 

See  reply  to  question  No.   79. 

If  made,  yes — until  the  Company's  financial 
standing  was  satisfactory. 

No. 

Yes. 

See  reply  to  question  No.  79. 

Yes. 

Yes. 

See  reply  to  question  No.  79. 

See  reply  to  question  No.    79. 

I  think  the  foregoing  is  all  I  have  to  say  on 
this  subject.     See  reply  to  question  No.  79. 

See  reply  to  question  No.  79. 

Depends  entirely  upon  circumstances,  and  the 
manner  in  which  the  Company  conducts  its 
business    and  carries  out  its  obligations. 

Yes,  and  until  such  time  thereafter  as  the  Fede- 
ral Commissioner  shall  be  satisfied  that  all 
contracts  have  expired  or  been  fulfilled,  or 
have  been  underwritten  by  another  Company 
licensed  to  do  business  in  the  Commonwealth. 

(Jannot  sf>y. 

No. 

Yes. 

See  reply  to  question  No.  79. 

Yes,  subject  to  reply  to  question  No.  79. 

Not   required. 

See  replv  to  question  No.   79. 

No  deposit  is  necessary.  See  reply  tc^  question 
No.  79. 

Yes. 

Yes. 

Yes. 

If  deposit  made,  it  should  remain. 


Question  81. 

Do  you  consider  that  a  deposit  should  be  required 
from  all  existing  Companies  as  well  as  from 
those  commencing  business? 

Replies. 

1.  Yes. 

2.  Yes,  if  a  deposit  be  decided  upon. 

.  3.  All  Companies  should  be  on  the  same  footing. 

4.  If  required  at  all,  yes. 

5.  If  a  deposit  be  determined  upon  it  should  be 

a  deposit  of  approved  securities,  with  power 
to  substitute  other  approved  securities,  and 
one  such  deposit  for  the  Commonwealth. 
In  that  case  I  see  no  reason  why  existing 
Companies  should  be  exempted. 

6.  Yes,    excepting   those   Companies   having    their 

head  offices  in  the  Commonwealth. 

7.  No. 

8.  No. 
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9-  ■'^li  Companies  should  be  upon  the  same  basis. 

10.  See  reply  to  question  No.  79.  ,j 

11.  Yes. 

12.  If  required,   all  should  deposit. 

13.  See  reply  to  question  No.   79. 

15.  No. 

16.  See  first  j):u-t  of  reply  to  (]uestion  No.   79. 

17.  No. 

18.  Yes. 

19.  See  reply  to  question  No.   79. 

20.  Yes. 

21.  Yes,    from   all    Companies   where    head    offices 

are  outside  the  Commonwealth. 

22.  See  reply  to  question  No.   79. 

23.  Not   desirable    to   call    for   deposits    from    any 

Company. 

24.  If   from  any,    then   from   all. 

25.  No. 

26.  No.       Unless  any  particular  Company's  finan- 

cial standing  is  open  to  question. 

27.  Certainly. 

28.  Distinctions  should  not  be  made.       If  deposit 

is    required,    every     Company    should     con- 
tribute. 

29.  Yes. 

31.  Yes,    from   all    Companies   having    their    head 

offices  outside  the  Commonwealth. 

32.  See  reply  to  question  No.   79. 

33-  Yes. 

34-  No. 

2,(>-   See  reply  to  question  No.    79. 

37.  See  reply  to  question  No.   80. 

38.  Yes. 

39.  I    think    it    should    be    required    from    foreign 

companies,   i.e..    Companies   whose  countries 
might  be  at  war  with  England  or  Australia. 

41.  Yes. 

43.  Yes. 


Question  82. 
Do  you  consider  that  such  deposit  should  bear  a 
definite  ratio  to  the  amount  of  risk  carried 
by  the  Company  in  the  Commonwealth? 


I. 

2. 

3- 

4- 


5- 
6. 

7- 


No. 


Re-plies. 


No,  as  same  would  lead  to  an  annual  change 
of  amount  of  deposit. 

No,  the  amount  at  risk  is  always  varying. 

No,  this  would  lead  to  difficulties  of  adjust- 
ment, as  the  amount  at  risk  constantly  varies 
from  year  to  year. 

No. 

No. 

See  reply  to  question  No.  79. 


8.  No 

9.  No 


10. 
II. 
12. 

13- 
15- 
16. 

17- 
18. 


19. 
20. 


See  reply  to  question  No.   79. 

No. 

No. 

See  reply  to  question  No.  79. 

See  reply  to  question  No.  79. 

No.     See  also  answer  to  question  No.   18  with 

regard  to  the  formation  of  a  reserve  fund. 
No. 
No,  as  it  might  in  the  case  of  some  offices  tie 

up  such  a  large  proportion  of  their  funds, 

that    they    would   be     unable    to    carry     on 

business. 
See  reply  to  question  No.   18. 
Not    with    regard    to   the   amount   at   risk,    but 

perhaps  in  regard  to  the  premium  income. 
No. 


24. 

25- 
26. 


28. 
29. 
.3i' 


33- 
34- 
36. 
37- 
.38- 
39' 
41, 

43' 


See  reply  to  question  No.   79. 

.Sec  rcplv  to  question  No.  81. 

No. 

No. 

No. 

No.  I  think  a  fluctuating  reserve  is  undesir- 
able. I  should  prefer  to  see  a  fixed  scale 
of  deposits  arranged  in  accordance  with  the 
number  of  departments  of  business  under- 
taken. 

No. 

No. 

No,  the  suggested  basis  is  an  incorrect  one ; 
the  deposit  should  bear  a  definite  ratio  to  the 
net  premium  income  of  the  Company  within 
the  Commonwealth,  and  not  to  the  amount 
at  risk ;  the  amount  at  risk  might  be  on 
private  dwellings  or  saw-mills,  the  difference 
in  the  risk  is.  practically  as  i  to  40 ;  the 
premaum.,    however,    indicates   the   hazard. 

See  reply  to  question  No.   79. 

A  minimum,  sav,  ^^5,000,  then  a  ratio. 

No. 

See  reply  to  question  No.    79. 

See  reply  to  question  No.   80. 

No. 

No. 

Not  necessarily. 

Yes,  but  easier  arrived  at  by  ratio  to  premiums 
gathered ;  the  end  achieved  would  be  the 
same. 


Question  83. 

Do  you  consider  that  Companies  having  their  head 
offices  in  Australia  should  receive  preferen- 
tial treatm.ent  as  regards  deposits  or  other 
matters  ? 

Reflies. 

1.  No. 

2.  No,   all   should  be  upon  the  same  footing. 

3.  No. 

4.  No.      Public  advantage  accrues   from  the  fact 

that  a  number  of  wealthy  British  Com- 
patiies,  possessing  large  funds,  and  offering 
undoubted  security,  supply  the  amount  of 
cover  required.  Any  discrimination  might 
reduce  the  facilities  offered  for  insuring  large 
risks  and  groups  of  risks. 
In  the  event  of  a  large  conflagration  in  any 
Australian  centre,  the  native  companies 
would  be  much  more  heavily  involved  in  re- 
lation to  their  total  business,  and  their  re- 
serves (while  bearing  a  sufficiently  large  ratio 
to  the  premium  income)  would  be  less  likely 
to  contain  an  adequate  amount  of  liquid  ' 
assets  than  would  the  reserves  of  the  British 
Companies. 

5.  No. 

6.  Yes.       All  mv   society's   funds  are  invested  in 

the  State. 

7.  \o.     Think  all  should  be  on  equal  footing. 

8.  No. 

9.  See  reply  to  question  No.  81. 

10.  Certainly  not;  all  Companies  should  be  On  the 

same  footing. 

1 1 .  Yes. 

12.  No. 

13.  Am  not  prepared  to  answer. 

15.  No,   think  all   should  be  on  equal  footing. 

16.  No.       And  if   I   may   venture  to  express    the 

opinion,  I  do  not  think  that  the  local  Com- 
panies would  either  ask  for  or  expect  pre- 
ferential treatment. 
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i8. 


19. 


20. 
21 . 

23. 

24. 


26. 


28. 
29. 

30- 
31- 


34- 
35- 

36- 
37- 


38. 

39- 

40. 
41. 

45' 


No. 

No,  as  the  public  should  be  protected  just  as 
much  from  a  local  concern  which  might  be 
unstable  as  from  a  foreign  office. 

We  arc  not  aware  of  any  reasons  for  discrimi- 
nation. British  offices  meet  their  liabilities 
as  promptly  as  Colonial  offices,  and  offer 
much  greater  security. 

Yes. 

Yes. 

See  rei)ly  to  question  No.   79. 

No. 

1  submit  respectfully  that  this  is  liardly  a  fair 
question  to  put  to  the  representative  of  a  Bri- 
tish Company  having  establishments  and 
ample  funds  in  the  Commonwealth. 

No. 

No. 

Possibly  it  might  not  be  necessary  for  them 
to  make  so  large  a  deposit,  but  they  should 
certainly  be  called  upon  to  make  some  sub- 
stantial deposit. 

No. 

No. 

No. 

Most  certainly,  on  the  grounds  that  their  assets 
are  in  the  Commonwealth,  and  also  that  the 
shareholders  of  the  local  Companies  are 
citizens  of  the  Commonwealth,  their  moneys 
are  invested  locally,  and  they  are  subject 
to  State  and  Municipal  taxation,  and  any 
profits  made  by  local  Companies  are_  ex- 
pended in  the  Commonwealth ;  in  my  opinion 
they  have  very  special  claims  for  considera- 
tion by  the  Conunonwealth  and  State  Go- 
vernments. 

See  reply  to  question  No.  79. 

No,  I  do  not.  They  could  not  with  safety 
do  all  the  business  here  tliat  is  required  to 
be  done.  I  believe  all  the  Australian  (not 
New  Zealand)  Companies  confine  their  fire 
business  to  Australia  and  New  Zealand,  and 
,they  certainly  are  not  able  to  carry  enough 
Fire  Insurance  to  supply  anything  approach- 
ing the  wants  of  the  community  with  any 
certainty  that  the  losses  vvodid  be  paid  if  a 
serious  disaster  took  place.  I  think  all  the 
funds  of  the  whole  of  them  would  be  more 
than  absorbed  by  a  loss  such  as  that  which 
occurred  in  Melbourne  some  years  ago. 

Reply  subject  to  question  No.   79. 

Deposits,  no. 

Other  matters,   probably  yes. 

No. 

Believe  in  preference  to  no  Company  in    any 

country. 
See  reply  to  question  No.   79. 
No.       In   view   of   the  present   day   conditions 
of  Fire  Insurance,  viz.,  the  world-wide  fac- 
tor, it  is  to  the  best  interests  of  the  public 
that   large   sound   offices    should    be    given 
equal  and  free  opportunity  to  do  business  in 
Australia,    even    if    their    head-quarters    are 
outside  the  Commonwealth. 
No. 
No. 

It  is  entirely  a  question  of  policy. 
Yes. 

I  cannot  see  why  they  should,  as 
cases, — take  America, — it  was 
offices  that  defaulted,  and  the  English  Com- 
panies in  all  cases  met  their  liabilities. 
Local  institutions  through  local  influence  in- 
variably trade  beyond  their  means. 


Qitcsiion  84. 

H.is  .^u:  Coii.paay,  i;i  any  of  the  States  of  the 
Commonwealth,  been  required  to  make  a  de- 
posit with  the  State  Treasurer? 


•  Replies. 

I.   No. 

2.   None  in  Victoria. 

3.   Not 

at   this   branch:   cannot   answer   for  other 

States. 

4.   No. 

5.   Not 

for  Fire  Insurance. 

0.   No. 

7.   No. 

8.   No. 

9.  No. 

10.  No. 

ii.   Not 

in  connexion  with  Fire  Insurance  business. 

12.  No. 

\ 

,3.   No. 

14.   No. 

J  5.   No. 

16.   No. 

17.   Not 

in  Victoria.      As   regards  other   States  we 

do  not  know. 

18.  Yes. 

19.   No. 

20.  No. 

21.  No. 

22.   No. 

23.   For 

fire  business,  no. 

24.   No. 

25.   No. 

26.   Not 

to  my  knowledge. 

27.   Not 

in  connexion  with  Fire  Insurance. 

28.   No. 

29.   No. 

30.   No. 

31.   Not 

in  respect  to  Fire  Insurance. 

32.   No. 

33.   Not  to  my  knowledge. 

34    No. 

35.   Not 

for  fire  business. 

36    No. 

37.   No. 

• 

58    Cannot  say. 

39.   No. 

40.   No. 

41.  No. 

43.   Cannot  say. 

in  previous 
the     local 


Question  85. 
if  so,  give  particulars  as  to  States  and  amounts. 

Replies. 
1.   No. 

See  reply   to  question   No.    84. 

None. 

See  reply  to  question  No.  84. 

See  answer  to  question  No.  84. 

See  reply  to  question  No.  84. 

Nil. 

See  reply  to  question  No.  84. 

18.  Western  Australia,  _;^io,ooo. 

19.  None. 

20.  See  reply  to  question  No.  8;]. 
22.  See  reply  to  question  No.  84. 
24.  See  reply  to  question  No.  84. 
3;.  See  reply  to  qne.stion  Ncr.  84. 
34.   None. 


7- 
8. 

10. 

1 1. 

12. 

13- 

15- 
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Section  XXVI. — State  and  Municipal 
Insurance. 
Question  86. 
Would  it,  in  your  opinion,  be — 
(i.)  practicable;  or 
(ii.)  desirable, 

tor  Fire  Insurance  business  to  be  undertaken 
by- 

(a)  The  Commonwealth  Government; 
{I/)  A  State  Government ;  or 
[c)  Municipal  authorities? 

Heplies. 

1.  (i.)  No. 
(li.)  No. 

2.  We  consider  it  would  be  neither  practicable  nor 

desirable. 

3-  I  have  never  heard  of  any  attempt  at  sudi  in- 
surance turning  out  a  success,  therefore,  it  is 
neither  practicable  nor  desirable. 

4.  Practicable,  yes.  But  I  question  if  ever  it 
would  be  successful  by  either  (a),  (b),  or  (c). 
The  attempt  in  New  Zealand  is  not  resulting 
auspiciously  for  the  State  Government.  We 
regard  this  business  as  one  eminently  un- 
suited  for  Government  undertaking.  The 
personal  and  peculiar  nature  of  the  contract 
which  fixes  tne  price  of  insurance  without 
knowing  the  cost;  the  sudden  and  unex- 
pected conflagrations  which  arise,  and  are 
becoming  more  prevalent  as  the  aggregation 
of  values  increases;  and  the  necessity  for  a 
wide  area  of  operations  to  obtain  the  requi- 
site average,  renders  it  undesirable  that  the 
State  or  Commonwealth  should  undertake 
the  business.  Political  influence  as  to  the 
policy,  etc.,  of  such  a  State  Department 
would  be  likely  to  result  disastrously. 

5.  I  think  insurance  business  should  be  carried  on 
^      only  by   Joint   Stock  Companies  established 

for  the  purpose,  unless  mutual  Companies 
are  found  to  be  safe  and  satisfactory  to  the 
insured,  in  regard  to  which  I  have  had  no 
means  of  forming  an  opinion. 

6.  In  my  opinipn,  such  insurance  could  be  under- 

taken, but  it  would  be  highly  undesirable. 

7.  (i.)  Yes. 
(ii.)  No. 

8.  Can   be   done,    but   do   not  think  it  would   be 

to  the  good  of  the  Commonwealth,  State,  or 
Municipality. 

9.  Practicable,  but  not  desirable. 

10.  No.     Experience  elsewhere  has  shown  it  to  be 

impracticable  and  undesirable.  Fire  Insur- 
ance indemnity  can  only  be  properly  and 
safely  afforded  by  a  number  of  Companies 
which  spread  their  risks  over  an  extensive 
area,  and  so  secure  an  average.  No  State 
can  afford  to  face  a  liability  such  as  has  fre- 
quently been  met  by  the  Fire  Insurance  Com 
panics  with  perfect  equanimity. 

11.  (i.)  Yes. 
(ii.)  No. 

12.  (i.)  Yes. 
(ii.)  No. 

13.  No. 

14.  No  opinion. 

15.  (i.)  Yes. 
(ii.)  No. 

16.  As  to  (i.),   yes,   under  certain  conditions,   par- 

ticularly as  to  capital  and  funds. 
As  to  (ii.),  no. 

17.  (i.)  Yes. 
(ii.)  No. 


18.  it  may  be  practicable,  but  is  certainly  not  desir- 

able for  tiie  Commonwealth  or  ijtate  Govern- 
ment, or  iVlunicipal  authorities,  to  undertake 
Fire  Insurance,  as  diere  is  no  public  demand 
lOr  same,  and  previous  experiences  in  that 
direction  have  been  far  from  satisfactory. 

19.  I'he  experience  of   the   New    Zealand  Govern- 

ment shows  that  Government  Fire  Insurance 
is  impracticable  without  extensive  re-insurance 
facilities.  These  facilities  they  secured  with 
"Lloyd's"  Underwriters,  so  that  for  large 
valuable  risks  the  Government  department 
were  little  more  than  brokers,  passing  the 
business  on  to  an  unknown  body,  without 
adequate  security,  who  paid  no  taxes,  fire 
brigades'  charges,  and  gave  no  employment 
in  the  Dominion. 

We  regard  any  of  the  above  proposals  un- 
desirable— 

1 .  Because    no    necessity     has   arisen   for 

competition  with  private  enterprise. 

2.  Because  such  a  department  would  pro- 

bably be  filled  with  political  nominees. 

3.  Because  settlements  of  losses  might  be 

influenced  by  political  reasons,  which 
would  tend  to  create  a  mora!  hazard. 

4.  Because  the  area  is  too  limited  to  form 

an  average  distribution  of  risks.  For 
instance,  a  loss  of,  say,  ,^^5, 000, 000, 
is  borne  by  the  Insurance  Companies 
without  undue  financial  disturbance; 
but  such  a  loss  would  be  a  serious 
matter  for  the  City  of  Melbourne 
Council,  the  State  of  Victoria,  or  even 
the  Commonwealth  Government. 

20.  No. 

21.  (i.)  Yes. 
(ii.)  No. 

22.  Undesirable,  and  1  think  not  likely  to  succeed. 

Insurance  risk  must  be  spread.  The  Nor- 
wegian Insurance  Department  lost  ^336,000 
in  1904  by  the  Aalesund  fire.  There  was 
no  money  to  meet  the  loss,  and  they  issued 
4i  per  cent,  bonds,  repayable  in  five  to 
seven  years.  An  extra  premium  was  levied 
on  all  property  insured  in  the  country,  to 
cover  the  loss.  This  was  a  comparatively 
small  conflagration. 

23.  As  to  it  being  practicable,  I  suppose  a  Govern- 

ment can  do  anything,  as  long  as  it  has 
money  available;  as  to  the  desirability,  my 
opinion  is  quite  to  the  contrary. 

24.  Practicable,   yes;  desirable,  no. 

25.  Experience  would  go  to  show  that  the  useful 

transaction  of  such  business  by  bodies  of  the 
kind  is  both  impracticable  and  undesirable. 
Copy  of  paper  read  to  Insurance  Institute 
of  New  South  Wales,  June,  1905,  attached, 
may  be  of  interest. 

26.  (i.)  Yes. 
(ii.)  No. 

27.  (i.)  I  doubt  it. 
(ii.)  No. 

28.  (i.)  Yes. 
(ii.)  No. 

29.  No. 

30.  No. 

31-  (i.)  No. 
(ii.)  No. 

32.  I  think  it  is  perfectly  "practicable"  for  the 
Commonwealth  Government,  the  State  Go- 
vernment, or  Municipal  authorities,  or  any 
other  body — corporate  or  unincorporate — to 
take  up  Fire  Insurance  business,  but  I  do 
not   think   it  would   be  done   prudently,    or 
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with  profitable  results  by  either  the  Com- 
monwealth, the  State,  or  the  Municipal 
authorities  as  regards  general  bushiess.  1 
ljelie%e  it  is  already  done  by  the  Common- 
wealth and  the  State  Govermnents  to  the  ex- 
tent that  their  buildings  and  property  are 
{As  a  rule}  uninsured ;  but  this  is  purely 
gambling,  and  not  uisurance,  which  is  based 
upon  averages.  There  is  no  Insurance  Com- 
pany, lor  instance,  tliat  would  run  the  whole 
risk  on  such  a  building  as  the  new  railway 
station  in  Flinders-street,  the  Newport 
workshops,  the  Parliament  Houses  in  Mel- 
bourne, or  the  Town  Hall  in  Melbourne,  for 
experience  shows  that  there  is  no  reason  why 
one  or  the  other  should  not  Be  entirely  de- 
stroyed, and,  indeed,  in  the  event  of  a 
severe  conflagration,  there  is  no  reason  why 
a  large  number  of  Government  buildings 
should  not  be  destroyed  at  one  and  the  same 
time ;  and,  of  course,  the  date  of  such  an 
accident  could  not  be  foretold;  it  might  as 
easily  happen  in  the  first  year  as  in  loo 
years,  li  there  were  a  fa\orable  experience 
for  I  GO  yean  it  would  be  one  thing,  if  it 
happened  next  year  it  would  be  another ; 
and  the  yearly  interest  on  the  amount  re- 
quired to  re-instate  the  loss  occasioned  would 
probably  more  than  pay  the  whole  of  the 
future  premiums  required  by  Companies  for 
the  Government  insurances.  Tt  would  be 
just  the  same  if  the  Melbourne  Municipality 
went  uninsured,  and  their  Town  Hall  were 
burnt.  But  I  imagine  that  the  question  is 
not  confined  to  the  point  of  the  insurance  by 
these  bodies  of  their  own  properties,  but  goes 
further,  and  assumes  that  they  will  enter  upon 
the  insurance  business  in  general.  In  that 
case,  I  can  only  say  that  the  same  principles 
would  ha\e  to  be  adopted  as  are  adopted  as 
the  outcome  of  centuries  of  experience  by  the 
Fire  Insurance  Companies,  unless  a  heaven- 
born  genius  should  arise  in  the  Government 
service  who  was  able  to  do  something  else. 
A  system  of  charging  a  municipal  rate  on  all 
buildings  has  been  advocated,  but  it  wouk! 
be  both  inequitable  and  absurd.  The  risk  of 
fire  is  twenty  or  thirty  times  as  great  in  some 
big  buildings  as  it  is  in  others,  and  the  non- 
hazardous  ones  might  be  municipally  rated 
very  much  more  highly  than  the  hazardous 
ones,  and  it  would  be  a  monstrous  thing  to 
compel  the  non-hazardous  section  of  the  rate- 
payers to  pay  municipal  rates  for  Fire  In- 
surance in  excess  of  what  was  due  to  the 
hazard  of  their  own  property  to  protect  more 
cheaply  the  property  of  the  more  hazardous 
members  of  the  community.  The  only  equit- 
able plan  is  to  fall  back  upon  the  system 
adopted  by  the  fire  underwriters  of  en- 
deavouring, to  charge  equitable  rates  for  each 
property  insured,  according  to  its  own  par- 
ticular hazard,  v\'hether  internal  or  from 
the  surroundings,  or  due  to  insufficient  fire 
appliances  and  water  supply. 

I  am  quite  satisfied,  from  all  the  experi- 
ence I  have  had  in  connexion  with  Govern- 
ment offices,  that  it  is  impossible  to  intro- 
duce any  system  by  which  the  same  prompt 
and  elastic  means  can  be  afforded  to  the  pub- 
lic to  meet  their  constantly  varying  require- 
ments as  is  afforded  by  private  enterprises, 
and  I  think  that  is  inherent  to  Government 
administration.  I  am  not  going  to  say  that 
Government  systems  are  never  efficient,  but  I 
think  at  the  best  they  can  never  Ije  made 
equal   to   private   business    systems,    because 


thcfe  is  not  that  personal  responsibility  and 
pe.oonal  incentive  to  employer  or  employe 
which  exists  in  pri\ate  business.  I  see  no 
reason  why  I'ire  Insurance  business  should 
be  carried  on  by  the  Government  more  than 
any  other  business.  'I'hat  business  is  called 
into  existence  by  the  wants  of  the  conmiu- 
nity,  in  precisely  the  same  way  as  bakers, 
drapers,  and  grocers  are  called  into  exist- 
ence, and  the  enterprise  of  bakers,  grocers, 
and  drapers  supplies  the  public  wants  in- 
finitely better  than  any  Government  Depart- 
ment, hampered  by  the  necessary  rules  and 
regulations  which  embarrass  Government 
operations,  could  possibly  do. 

'iiie  Insurance  Companies,  from  time  to 
time,  decime  risks  or  an  extra  hazardous 
nature,  or  risks  in  which  carelessness  is  re- 
veaieu  on  inspection,  or  in  cases  where,  in 
tneir  opinion,  the  proposer  is  not  a  desirable 
one  to  nave  on  their  Dooks.  This  would  be 
practically  impossible  in  the  case  of  a  Go- 
venmient  Department,  because  political  in- 
tluence  woula  be  brought  to  bear,  and  the 
member  for  the  district  would  consider  tiu.. 
a  voter  was  entitled  to  insurance,  whether  he 
meant  to  burn  down  his  place  or  not,  or 
whether  he  had  burnt  it  down  before,  and 
there  would  always  be  very  good  reasons 
(political)  tor  his  coming  to  that  conclusion. 
Further,  every  butcher  would  want  to  be  m- 
sured  at  the  same  rate,  and  every  grocer  at 
the  same  rate,  instead  of  at  the  rate  appro- 
priate to  his  individual  risk ;  or  he  would 
want  it  varied  according  to  his  political  com- 
plexion and  influence,  or  his  political  per- 
tinacity ;  and  for  the  latter  class  of  reasons 
he  would  want  to  be  paid  a  large  sum  in 
excess  of  his  loss,  as  I  believe  is  usually  the 
case  in  connexion  with  claims  made  upon  the 
Government  in  any  direction  in  which  it  is 
thought  that  political  influence  can  be  brought 
to  boir,  even  if  the  attempts  are  not  success- 
ful. The  position,  in  some  respects,  is  well 
illustrated  by  a  recent  matter  in  connexion 
with  "  accident  "  insurance  in  New  Zealand 
in  the  case  of  employers'  liability  insurance, 
where  pressure  was  brought  to  bear  upon  the 
(Government  to  include  amongst  many  things 
for  which  compensation  had  to  be  paid,  a 
disease  known  as  pneumoconiosis,  or  miners' 
consumption.  In  consequence  of  its  inclu- 
sion, the  Companies  doing  Employers'  Lia- 
bility business  necessarily  had  to  insist  upon 
a  medical  inspection  of  every  employ6  to 
show  that  he  v/as  not,  at  the  time  of  the 
undertaking  of  the  insurance,  already  suffer- 
ing from  that  disease.  The  miners  have 
objected  to  this,  and  have  struck  work,  and 
the  Government  ha\e  been  practically  forced 
to  come  in,  and,  pending  reconsideration  of 
that  liability,  to  get  the  New  Zealand  "  Acci- 
dent "  Department  to  cover  that  liability 
without  extra  premium.  Government  paying 
them  a  certain  overriding  consideration  for 
doing  so.  It  is  obvious  no  sound  principle 
of  insurance  could  undertake  insurances 
covering  incapacitv  or  disability  from  a  par- 
ticular class  of  dLsease,  unle.ss  satisfied  that 
at  the  time  of  undertaking  such  liability  the 
man  was  not  actually  suffering  from  it — but 
the  State  cow  was  inilked. 

33-  (i-)  Yes. 
■   (ii.)  No. 

(a),  (b),  (c)  Not  outside  their  own  properties. 
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35- 


36- 


37- 


38. 

39- 

40. 

41. 
43- 


Can  be  done,  but  do  not  think  it  would  be  to 
the  good  of  the  Commonwealth,  State,  or 
Municipality. 

Yes,  in  the  same  sense  that  it  would  be  prac- 
ticable for  the  Government  to  undertake  any 
kind  of  trading  business  if  it  so  decided.  It 
is,  however,  undesirable,  because  it  is  en- 
tirely outside  the  proper  functions  of  the 
Government. 

Undesirable  for  either  State  or  Municipal  autho- 
rities. 

(i.)  Yes. 
(ii.)  No. 

Experience  has  shown  that  the  best  results  are 
obtained  by  general  fire  business  being  done 
by  Insurance  Companies. 

(i.)  No. 

(ii.)  No. 

(i.)  It  might  be. 
(ii.)  No. 

It  may  be  practicable,  but  I  do  not  think  it 
desirable. 

I  consider  it  practicable,  but  not  desirable. 

Previous  experiments  have  not  proved  to  advan- 
tage to  either  the  individual  or  the  State  or 
Municipality. 


Section  XXVlL— Fire   Prevention. 
Question  87. 
Should  there,  in  your  opinion,  be  compulsory  con- 
tribution by   Fire  Insurance  Companies    to- 
wards the  maintenance  of  Fire  Brigades? 

Re-plies. 

1.  Yes,  to  a  small  extent. 

2.  No.     It  is  not  the  business  of  a  Fire  Insurance 

Company  to  put  out  fires. 

3.  Theoretically  it  is  not  the  business  of  Insurance 

Companies  to  put  out  fires.  It  is  their 
business  to  assess  the  rate  for  the  risk  run. 

4.  No.       In  no  place  in   the   world  except   Aus- 

tralia and  London  is  any  contribution  ex- 
acted. In  this  connexion  I  append  a  state- 
ment embodying  some  of  the  arguments 
against  compulsory  contribution  as  put  for- 
ward on  behalf  of  certain  Fife  offtces  in 
connexion  with  a  proposal  to  increase  the 
Companies'  proportion  of  the  expense  of 
maintaining  the  Melbourne  Metropolitan  Fire 
Brigades  Board. 

5.  In  theory,  Insurance  Companies  do  not  consider 

that  they  have  anything  to  do  with  fire 
brigades  and  their  cost,  their  business 
being  to  rate  risks  as  they  find  them.  In 
practice,  however,  fire  brigades  enable  Com- 
panies to  take  larger  and  a  greater  number 
of  risks  in  a  locality,  and  therefore  it  is  fair 
that  they  should  contribute  to  the  cost,  which 
I  think  should  be  compulsory,  as  otherwise 
some  Companies  might  refuse  to  contribute. 

No. 

No.  As  in  my  opinion  Fire  Insurance  Com- 
panies should  not  be  liable  for  the  main- 
tenance of  fire  brigades. 

No. 

No. 

No. 

Yes. 

No. 

Yes. 

No. 

No.  As  in  my  opinion  Fire  Instltance  Com- 
panies should  not  be  liable  for  the  main- 
tenance of  fire  brigades. 

F 14377. 


6. 
7' 

8. 

9- 

10. 
II, 
12, 

13 

14, 

15 


Quite  the  contrary. 


16.  No.  It  is  the  duty  of  the  municipal  authori- 
ties to  provide  the  public  with  protection 
from  fire  just  the  same  as  from  other  dan- 
gers. The  Life  and  Accident  Companies 
are  not  taxed  for  the  upkeep  of  preventive 
measures  in  regard  to  health,  nor  for  hos- 
pitals ;  and  I  venture  to  say  that  no  one 
would  ever  suggest  taxing  Burglary  In- 
surance Companies  for  police  or  for  the 
maintenance  of  burglars  in  gaol.  Yet  the 
Fire  Companies  in  Australia  are  actually 
taxed  for  the  cost  and  upkeep  of  life-saving 
appliances  at  fires. 
The  Companies  do  not  offer  -protection  from 
fire ;  tney  only  sell  indernnity  against  loss 
therefrom,  and  We  do  business  in  places 
where  there  is  no  brigade.  It  is  only  in 
Australia,  and  quite  recently  in  New  Zea- 
land (and  to  a  very  limited  extent  in  Lon- 
don) that  such  a  tax  is  imposed  on  offices. 

17.  No.       The  existence  of  fire    brigades  is  inde- 

pendent altogether  of  the  question  of  the 
existence  of  Fire  Insurance  Companies. 
They  are  a  greater  necessity  to  the  public 
where  Insurance  Companies  do  not  exist,  as 
the  public  then  have  no  other  means  of  pro- 
tection against  pecuniary  loss  by  fire.  Fire 
brigades  are  not  deemed  necessary  in  scat- 
tered districts,  and  their  constitution  is 
purely  a  municipal  duty  arising  from  the 
aggregation  of  the  commimity  in  such  num- 
bers as  to  create  a  necessity  for  municipali- 
ties. Fire  Insurance  Companies  undertake 
just  as  freely  in  places  where  no  fire  brigade 
exists. 

18.  Whilst  opposed   to   the  principle  of   Insurance 

Companies  contributing  to  cost  of  fire 
brigades ;  yet  in  Australia  it  has  become  a 
recognised  custom  for  Insurance  Companies 
to  contribute. 

No,  Fire  brigades  are  in  the  interests  of  the 
community  just  as  much  as  sanitary  inspec- 
tion, etc. 

No. 

Yes. 

No.  The  State  might  with  equal  justice  charge 
Marine  Insurance  Companies  for  tlie  main- 
tenance of  lighthouses,  and  Life  Insurance 
Companies  for  the  cost  of  drainage  and  sani- 
tation. 

23.  Absolutely  no.     It  is  most  unfair  and  illogical. 

24.  No. 

25.  No. 
No  J  as  the  existence  of  fire  brigades  is  inde- 
pendent altogether  of  the  question  of  ex- 
istence of  Fire  Insurance  Companies,  and 
where  Insurance  Companies  do  not  exist  they 
afe  a  greater  necessity  to  the  public  as  the 
only  means  to  rely  upon  for  protecting  them 
from  pecuniary  loss  in  event  of  the  outbreak 
of  fire.  The  constitution  of  fire  brigades  is 
purely  a  Municipal  duty  caused  by  the  aggre- 
gation of  the  community  in  such  numbers 
ftS  to  constitute  a  necessity  for  Municipali- 
ties, and  the  cost  of  maintaining  brigades 
could  be  added  to  the  Municipal  rate.  In 
the  event  of  Fire  Insurance  Companies  being 
relieved  of  brigade  taxation,  rates  could  be 
reduced  in  the  cities  and  districts  ser\'ed  by 
brigades. 

I  believe  I  am  correct  in  saying  that,  except  in 
the  Commonwealth,  to  a  limited  extent  in 
London,  and  recently  in  New  Zealand,  In- 
surance Companies  are  nowhere  compelled 
by  law  to  contribute  towards  the  cost  of  the 
maintenance  of  brigades. 


19. 


20. 

21. 
22. 
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27-  Certainly  not.  The  business  of  a  Fire  In^ 
surance  Company  is  to  insure  risks,  as  they 
stand,  making  every  allowance  for  existing 
fire  protection.  Compulsory  contributions 
towards  the  maintenance  of  fire  brigades  turn 
the  Insurance  Company  into  a  tax  collecting 
agency,  which  it  is  not  intended  to  be,  and 
moreover  it  is  not  fair  to  the  assured,  who 
are  thereby  taxed  for  the  protection  of  un- 
insured property. 

28.  No. 

29.  There  is  at  present. 

30.  No. 

31.  No;    it  penalizes  the  man  who  insures,   as  he 

has  to  pay  not  only  as  a  citizen  of  the  State, 
but  also  under  his  premiums  to  the  Insurance 
Companies. 

32.  Certainly  not.      For  reasons  see  accompanying 

exhibit  marked  2.* 
The  Metropolitan  Board  of  Works  contend 
that  they  should  not  supply  water  for  fire 
extinction,  that  not  being  a  "  domestic " 
purpose.  But  it  is  "domestic"  for  the 
purposes  of  the  district  they  supply  as  much 
as  street  watering,  the  watering  of  public 
parks  and  gardens,  fountains,  and  manufac- 
turing purposes ;  also  railway  supplies  for 
engines,  and  free  water  to  Charitable  Insti- 
tutions for  washing  carried  on  as  a  trade. 

33.  Yes. 

34.  No. 
35-  No. 

36.  No.    If  such  charge  is  made,  it  must  ultimately 

fall  on  the  insured. 

37.  No.      The  putting  out  and  prevention  of  fires 

is  not  part  of  a  Fire  Company's  business. 
Their  business  is  to  pay  for  loss  and  dam- 
age from  fire,  and  rates  are  increased  or 
decreased  according  to  the  conditions  exist- 
ing for  fire  prevention.  Why  not  charge 
Life  Companies  with  a  direct  share  of  the 
sanitation  department,  or  Marine  Companies 
with  a  share  of  the  expenses  for  lighthouses, 
and  so  on? 

38.  Consider  that  fire  brigades  should  be  supported 

by  local  authorities.  At  present  making  In- 
surance Companies  pay  for  upkeep  of  fire 
brigades  to  extinguish  fires  on  uninsured  pro- 
perties is  unjust. 

39.  No.      The  principle  is  wrong,  and  it  would  be 

just  as  right  to  ask  Life  Companies  to  con- 
tribute to  the  cost  of  sewage  and  hospitals, 
etc.,  or  Accident  Companies  to  ambulance 
societies.  The  Companies  fix  rates  for  risks 
as  they  are,  and  consideration  is  allowed  for 
fire  brigade  protection.  In  practice,  I  do 
not  seriously  object  to  such  a  contribution, 
but  I  think  the  principle  quite  wrong. 

40.  No.      Fire  brigades  are  necessary  for  the  pro- 

tection of  life  and  property  of  all  citizens. 

41.  No. 

43-  No.  It  is  no  part  of  the  functions  of  Fire 
Insurance  Companies  to  support  brigades. 
Their  functions  are  to  assess  the  risk  as  they 
find  it,  and  charge  premium  accordingly. 


Question  88. 

In  what  proportions  do  you  consider  that  the  cost 

of  such  brigades  should  be  borne  by — 

(i.^  The  State? 

(ii.)  The  Municipalities? 

(iii.)  The  Fire  Insurance  Companies? 

*  Pamphlet  entitled  "  Fire  Briftades  Act."  Statement  of  the  Fire 
Insurance  Companies  in  reference  to  the  proposal  to  increase  their  pro- 
portion of  the  expense  of  maintaining  the  Metropolitan  Fire  Brigades 
Board.  Published  by  Mason,  Firth,  and  McCutcheon,  ^Printers,  Bank- 
place,  CoUins-Btreet,  Melbourne. 


Reflies. 

1.  One-third  each. 

2.  The  whole  should  be  paid  by  the  municipali- 

ties. 

3.  Entirely  by  the  Municipalities. 

4.  The  Municipalities  should  bear  the  whole,  but 

if  by  law  the  three  bodies  must  contribute 
the  proportions  should  not  exceed  one-third 
for  either  the  State  or  the  Insurance  Com- 
panies. 

5.  One-third  each,   with  proportionate  control  of 

the  brigades  and  disposition  of  funds. 

6.  The  whole  by  the  State.  ' 

7.  By  the  Municipalities  or  by  the  State. 

8.  The  Municipalities  should  pay  all  cost. 

9.  Wholly  by  the  separate  Municipalities. 

10.  The  whole  by  the  State. 

11.  One-third  each. 

12.  (i.)  Nil. 

(ii.)  The  whole  cost. 
(iii.)  Nil. 

13.  Have  not  considered  the  matter. 

14.  One-third  each. 

15.  By  the  Municipalities  or  by  the  State. 

16.  Wholly  by  the  Municipalities. 

17.  The  whole  by  the  Municipalities. 

18.  (i.)  One-third,  protection  of  lives  of  citizens, 
(ii.)  One- third,    for  uninsured   properties. 

(iii.)  One-third,   for  insured  properties. 

19.  All  by   State. 

20.  The  full  cost  should  be  borne  by  the  State  and 

the  Municipalities. 

21.  One-third  each. 

22.  Altogether  by   Municipalities,    the   State   being 

charged  as  a  ratepayer  would  be. 

23.  See  reply  to  question  No.  87. 

24.  (i.)  Nil. 

(ii.)  The  whole, 
(iii.)  Nil. 

25.  The  whole  by  the  Municipalities  for  the  pro- 

tection of  insured  and  uninsured  ratepayers 
alike. 

26.  Wholly  by  the  Municipalities. 

27.  (i.)  One-half, 
(ii.)  One-half. 

(iii.)  Nil. 

28.  (i.)  None.  s 
(ii.)  The  whole.                                                          I 

(iii.)  None. 

29.  The  Insurance  Companies  should  not  be  asked 

to  contribute  more  than  one-third. 

30.  Wholly  by  State. 

31.  The  whole  should  be  borne  by    the    Munici- 

palities. 

32.  See  reply  to  question  No.  87. 

33.  (i.)  One-third, 
(ii.)  One-third. 

(iii.)  One-third. 

34.  The  Municipalities  should  pay  all  cost. 

35.  Wholly  by  the  Municipalities. 

36.  Altogether  by  the  State  and  Municipal  authori- 

ties, the  State  paying  in  proportion  to  the 
value  of  State-owned  property. 

37.  One-third  each,   i.e.,  if  it  be  compulsory    for 

Insurance  Companies  to  contribute  directly. 

38.  By  Municipal  taxation. 

39.  It   should   be   borne   by   Municipalities,  which 

should  also  control  the  water  supply. 

40.  See  reply  to  question  No.  87. 

41.  No  proportion  by  Insurance  Companies. 
43.  (i.)  Nil. 

(ii.)  Total  cost, 
(iii.)  Nil. 
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Question  ig. 

Under   what   system  of   fire   brigades'    organization 
do   you   consider   that   the   best    results    are 
•    obtainable  ? 

Replies. 
1.   Similar  to  Metropolitan  brigades  in  Sydney. 
_'.    Under  properly  constituted  lire  boards. 

3.  Fire  Brigades  Board. 

4.  Fully  paid  men  in  the  Metropolitan  area.    Par- 

tially paid  in  Country  town  and  Districts, 
assisteu  by  volunteers  in  smaller  places;  the 
whole  brigade  organizations  to  be  under  the 
control  ot  a  Board  or  Boards,  the  members 
of  which  should  be  unpaid. 
Members  to  be  representative  of  the  contribut- 
ing parties. 

5.  Prior  to  the   Victorian  Fire  Brigades  Act  1890 

being  enacted,  all  Victorian  fire  brigades  were 
supported  by  the  public,  the  Municipalities, 
and  the  Insurance  Companies.      I  think  the 
existing  system  preferable. 
Permanent  men,    with  one  controlling  superin- 
tendent. 
A  permanent  brigade  with  ample  funds,  as  the 
brigades  to  give  the  best  results  must  be  well 
supported  financially. 
By  the  Municipalities  working  the  brigades  in 

their  districts. 
I  cannot  give  an  opinion. 
Permanent  and  partially  paid  men  assisted  by 

volunteers  where  available. 
Under  Boards  constituted  similarly  to  that    of 
the  Metropolitan   Fire  Brigades   Board   and 
Country  Fire  Brigades  Board  of  Melbourne. 
Fire   brigades    and    water   supply    should   both 
be  under  the  control  of  the   Municipalities, 
whose  duty  it  is  to  safeguard  the  property 
and   lives   within  their  boundaries.       If    in- 
surance companies  never  existed  the  councils 
would  still  be  bound  to  supply  proper  fire 
extinguishing  appliances. 
Have  not  considered. 
14.  Representatives  from  the — 
(i.)  State; 
(ii.)  Municipalities; 
(iii.)  Fire  Insurance  Companies. 
A  permanent  brigade  with  ample  funds,  as  the 
brigades  to  give  the  best  results  must  be  well 
supported  financially. 
16.  A  permanent,  thoroughly  qualified,  and  efficient 
brigade  of  trained  officers  and  men,   having 
ample  funds  at  its  disposal  in  order  to  main- 
tain its  strength  and  efficiency  in  accordance 
with  the  needs  of  the  town. 
Although  a  water  supply  is  not  an  integral  part 
of    the     equipment    or    organization    of    a 
brigade,    it  is   obvious   that   its   work   could 
not  be  carried  on  properly  without  an  ample 
and  constant  supply  of  water  from    public 
sources  commensurate  with  the  requirements 
of  the  town  for  this  purpose. 
A  permanent  brigade  of  trained  men. 
By  a  general  central  control  by  a  Board  con- 
sisting of  representatives  of  contributories. 
Municipal   organization   as   is  the    practice    in 

Great  Britain,  United  States,  Canada,  etc. 
By  paid  or  paid  and  partially  paid  officers  and 

men. 
Paid  system. 
Paid. 

The  fire  brigades  should  be  managed  and  sus- 
tained by  the  Municipalities. 
Fire  brigades  should  be  organized  by  the  Muni- 
cipalities, who  should  also  control  the  water 
supply.  Fire  Insurance  Companies  might 
maintain  a  salvage  corps  if  they  like. 
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25.  As    to    the    control  of  fire  brigades  by   Muni- 

cipalities for  the  benefit  of  the  insured  and 
uninsured  ratepayers  of  such  Corporations 
alike.  Where  communities  are  small  they 
might  group  themselves  together  in  declared 
centres  under  the  law  by  an  arrangement 
for  the  purpose  of  joint  and  separate  protec- 
tion from  the  results  of  outbreaks  of  fire. 

26.  A    permanent    brigade    of    thoroughly    trained 

men,   with  ample  funds  to  keep  up  a  stan- 
dard of  the  highest  efficiency. 
I    regret  that   I   am  not   able   to  reply   to  this 

question. 
Water   supply   and    fire   brigades    are    entirely 
matters   that   should   be   dealt   with    by    the 
Municipalities,    whose   duty .  it  is   to   protect 
the  property  of  its   ratepayers   from   fire  or 
any  other  cause. 
The  Metropolitan  Fire  Brigade  Board  is  a  good 
svstem,  but  better  provision  should  be  made 
as  to  water  supply. 
I  consider  the  fire  brigades  should  be  entirely 
controlled   by   the    State,    the   Municipalities 
having  power  to  make  recommendations. 
A   system  of   wholly   paid   fire  brigades   where 
such  could  be  reasonably  maintained ;    then 
partially  paid  brigades,  as  for  instance,  one 
or  more  men  on  the  station  constantly ;  down 
to  a  purely  volunteer  brigade  in  very  small 
places. 
Cannot  offer  an  opinion. 
By  the  Municipalities  working  the  brigades  in 

their  districts. 
Municipal. 
A   paid   brigade. 

This  is  too  large  a  question  to  reply  to  on  such 
short  notice.  Will  give  a  replv  later  if  the 
Commissioners  still  require  same,  and  will 
you  give  us  sufficient  notice  to  make  a  full 
examination  of  the  matter? 
As  at  present. 

Such   a    system    as     the    Metropolitan    in   Mel- 
bourne or  Sydney  works  very  well._    A  full 
equipment  is  necessary,  and  well  trained  per- 
manent men. 
,   Similar  to  that    of    the  existing   Metropolitan 

Fire  Brigade  in  Sydney. 
.  The  present  system  of  Boards  we  consider  the 

best. 
.   Proper   department   under   a  Commissioner    or 
Commissioners,   the  Municipalities  collecting 
a  rate  for  upkeep. 
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Question  90. 

What  effect,  if  any,  on  the  mte  of  premium  has 
been  produced  by  the  extended  use  of  sprink- 
lers or  other  appliances  for  fire  prevention 
in  the  erection  of  new  buildings? 

Replies. 

1.  Considerable   reductions   are   made   in   rates   in 

consequence. 

2.  An  allowance  of    20    per    cent,    is    made  for 

sprinklers,  and  other  allowances  made  for 
sundry  fire  appliances. 

3.  20  per  cent,  allowance  for  sprinklers,  and  fur- 

ther allowance  for'  other  fire- fighting  appli- 
ances. 

A  discount  of  20  per  cent,  is  allowed  for  stan- 
dard sprinkler  installations,  and  further 
discounts  of  from  2^  per  cent,  to  7 J  per  cent, 
for  other  appliances. 

A  reduction  in  rate  up  to  32J  per  cent. 

Tendency  to  reduce. 
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7-   Reduction  allowed,   ranging  from  lo  per  cent, 
to  25  per  cent. 

8.  About  30  per  cent. 

9.  Roughly,  30  per  cent,  deduction. 

10.  Reduction. 

11.  From  20  per  cent.,   for  sprinkler  installations, 

downwards,    according   to   the   merit   of   the 
appliances. 
li.   Premiums  largely  reduced  by  effective  sprinkler 
installations,   minor   appliances  also  carry   a 
reduction  in  rates. 

13.  Anything  that  will  lessen  the  risk  of  fire  should 

reduce  the  rate  of  premium  in  some  degree. 

14.  A  reduction  o'i  20  per  cent,  is  made  in  the  rate 

if  sprinklers  are  installed. 

15.  Reduction  allowed,   ranging  from  10  per  cent. 

to  25  per  cent. 

16.  On  the  assumption  that  the  appliances  referred 

to  are  for  the  extinction  of  fire,  I  enclose  a 
copy  of  the  list  of  discounts  at  present  in 
force  in  Victoria.  These  apply  to  all  build- 
ings and  their  contents,  although  the  ques- 
tion refers  only  to  new  buildings. 

Discount  for  Fire  Appliances. 

The  follo\ving  allowances  may  be  made  for  fire 
appliances  conforming  to  the  several  definitions 
hereinafter  specified,  but  shall,  not  be  cumulative 
unless  expressly  so  stated. 

1.  Sprinklers^ 

(a)  In   the  case  of   a   risk   fitted   with   an   ap- 

proved installation  of  automatic 
sprinklers  and  external  fire  alarm  signal. 
(See  sub-section  (c.)  20  per  cent,  dis- 
count off  net  premium. 

(b)  In   the   case  of  a   risk   fitted   with   an   ap- 

pro\ed  installation  of  automatic 
sprinklers  and  external  fire  alarm  signal, 
and  with  other  appliances,  as  per  sub- 
section 3  (c),  or  {d),  or  (e),  or  (f),  22| 
per  cent,  discount  off  net  premium. 

(c)  In   cases    where    only   an   approved   single 

water  supply  is  provided  one-half  only 
of  the  above  allowances  respectively 
may  be  made. 
{d)  If  there  be  in  addition  to  the  provisions  as 
per  I  (a)  or  (b)  an  alarm  sigrtal  con- 
nexion with  any  fire  brigade  station  at 
which  not  less  than  three  permanent 
]3aid  firemen  are  constantly  in  attend- 
ance, such  station  being  in  telephonic 
'communication  with  the  head  station. 
Cumulative  on  i  {a),  or  {b),  or  {c),  aj 
per  cent,  discount  off  net  premium. 

2.  Automatic  Fire  Alarm  Installations — 

If  there  be  an  approved  Installation  of  auto- 
matic thermostatic  or  pneumatic  system 
of  fire  alarm  signals.  Cumulative  on  i 
{it),  or  {b),  or  {c),  5  per  cent,  discount 
off  net  premium. 

3.  Other  Appliances^ 

(a)  If  there  be  a  steam  fire  engine  or  hre 
pump  located  in  an  approved  building, 
or  an  electric  fire  engine  or  fire  pump 
\vith  the  wires  conveying  the  current  be- 
tween the  source  of  supply  and  the 
engine  imconnected  externally  or  intern- 
ally with  any  building  not  perfectly 
separated  from  the  building  which  is, 
or  the  contents  of  which  are,  the  sub- 
ject of  insurance ;  and  fire  plugs  with 
a  sufficient  quantity  of  hose  capable  of 
being  connected  with  the  appliances  of 
the    local    fire    brigade,    and    sufficient 


water  available  to  command  the  risk ; 
together  with  a  trained  fire  brigade  of 
not  less  than  eight  men,  5  per  cent,  dis- 
count  off  net  premium.  .  I 

(b)  If   there    be    a   steam    fire   engine   or   fire 

pumj)  located  in  an  approved  building, 
or  an  electric  fire  engine  or  fire  pump 
with  the  wires  conveying  the  current  be- 
tween the  source  of  supply  and  the 
engine  unconnected  externally  or  intern- 
ally with  any  building  not  perfectly 
.separated  from  the  building  which  is,  or 
the  contents  of  which  are,  the  subject 
of  insurance;  and  fire  plugs  with  a 
sufficient  quantity  of  hose  capable  of 
being  connected  with  the  appliances  of 
the  local  fire  brigade,  and  sufficient 
water  available  to  command  the  risk  ; 
together  with  a  trained  fire  brigade  of 
not  less  than  eight  men,  and  with  an 
installation  of  sprinklers  as  per  i  (a) 
or  {b).  Cumulative  on  i  {a)  or  {b),  2^ 
per  cent,  discount  off  net  premium. 

(c)  If  there  be  at  least  one  hydrant  on  each 

floor,  with  a  sufficient  quantity  of  hose 
capable  of  being  connected  with  the  ap- 
pliances of  the  local  fire  brigade,  at- 
t.iched  thereto  to  command  any  part  of 
such  floor  and  with  connexion  outside 
the  building  to  fit  the  local  fire  brigade 
appliances,  and  water  available  at  such 
a  minimum  pressure  as  to  command  the 
risk,  si  per  cent,  discount  off  net 
premium. 

{d/  If  there  be  one  portable  chemical  extin- 
guisher of  approved  design  and  of  not 
less  than  five  gallons  water  capacity  to 
each  500  superficial  square  yards  or  any 
part  thereof  of  floor  area,  and  not  less 
than  two  on  each  floor,  2|  per  cent,  dis- 
count off  net  premium. 

(c/  If  there  be  two  portable  chemical  extin- 
guishers of  approved  design  each  of  not 
less  than  three  gallons  water  capacity  to 
each  500  superficial  square  yards  or  any 
part  thereof  of  floor  area,  and  not  less 
than  two  on  each  floor,  2  J  per  cent,  dis- 
count off  net  premium. 

(/)  If  there  be  an  efficient  portable  fire  pump 
with  not  less  than  five  gallons  water 
capacity  to  eacli  500  superficial  square 
yards  or  any  part  thereof  of  floor  area, 
and  not  less  than  one  to  each  floor  ;  to- 
gether with  buckets  or  cans  painted  red 
and  with  round  bottoms,  each  of  not  less 
than  two  gallons  capacity  marked 
"  Fire  "  and  always  filled  with  water, 
and  not  les.s  than  six  such  buckets  or 
cans  to  each  floor,  and  on  every  floor 
the  superficial  area  of  which  exceeds 
500  yards  three  additional  buckets  or 
cans  for  each  250  square  yards  or  part 
thereof  after  the  first  500  yards,  2J 
per  cent,  discount  off  net  premium. 


NoTE.-^Warranties  providing  for  ample  and  con- 
stant water  supplies  and  the  maintenance  m 
eflScient  working  order  of  the  respective  appli- 
ances for  which  allowance  is  made  are  to  be 
inserted  in  all  policies  and  all  stoppage  of 
water  supplies,  and  also  alterations  and/or 
additions  in  connexion  therewith,  are  to  be  sub- 
ject to  the  permission  in  writing  of  the  Com- 
pany ;  and  the  requireitients  are  subject  to  re- 
visioti  from  time  to  time. 
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A  reduction  of  up  to  32 J  per  cent. 
When  sprinklers    are    installed    in  accordance 
with  our  requirements,  a  special  discount,  up 
to  20  per  cent.,  is  allowed. 
A  discount  off  the  rates  ranging  from  20  per 
cent,  to  27 J  per  cent.,  which  will  probably  be 
increased  shortly  to  35  per  cent,  or  40  per 
cent. 
Allowances  of  from  20  to  32J  per  cent,  off  pre- 
miums. 
Sprinklers,   20  per  cent,    reduction. 
A  reduction  of     20   per    cent,     is   allowed   for 
sprinklers,  10  per  cent,  for  May  Oatway  fire 
alarm. 
About  20  to  30  per  cent,  off  ordinary  rates. 
Rates  have  been  greatly  reduced   for  sprinkler 
installations,  and  slightly  reduced  for  minor 
fire  prevention  appliances. 
An  appreciable  reduction. 
Considerable  reduction — up  to  32^  per  cent. 
Regular   discounts    are    allowed    for   sprinkler 

installations  and  other  fire  appliances. 
Very  material  reductions  are  made  in  the  pre- 
miums   for    sprinkler    installations    and    fire 
appliances  in  buildings,  whether  old  or  new. 
20  per  cent,  to  37i  per  cent.,  according  to  the 

extent  of  same. 
Discounts   being   allowed   off   premium   in   pro- 
portion to  the  protection  afforded. 
Reduction  in  rates. 

Various     reductions     for     fire     appliances     are 
allowed  by  the  Companies ;  the  question  of 
increasing  them  is  now  under  consideration. 
Reduction  in  rate. 
About  30  per  cent. 

A  special  reduction  of  20  per  cent,   upwards. 
A  reduction  of  20  per  cent,  is  made  for  sprink- 
lers. 
In  New   South  Wales,  in  the  case  of  specially 
rated    risks,    where   approved    sprinklers   are 
installed,   discounts  are  allowed  off  the  pre- 
mium up  to  22 J    per    cent.,    and  discounts 
varying  from  2^  per  cent,  to  i2\  percent,  are 
allowed    for   other   approved    appliances    for 
fire  prevention. 
20  per  cent,  to  30  per  cent. 
Reductions  are  allowed  up  to  32^  per  cent,  in 

the  Commonwealth. 
A  liberal  allowance  has  been  made. 
A  reduction  of  rate  of  premium  up  to  20  per 
cent,   in  the  case  of  sprinklers,   and  a  fur- 
ther reduction  for  use  of  other  appliances. 
Premiums  have  been   reduced   according  to  re- 
duced hazard. 


Question  91. 
Has   the  rate  of  premium  been   reduced   in  conse- 
quence of  the  use  of  fireproof  materials  in 
the  erection  of  buildings  ? 

Replies. 
r.  Yes,  to  some  extent,  but  our  experience  is  that 
a  fireproof  building  is  an  impossibility. 

2.  Yes. 

3.  Yes. 

4.  Yes,   at  varying  rates,   according  to  the  degree 

of   fireproofing.      Up   to  about   40   per  cent, 
reduction  is  made. 

5.  In  some  ca.ses  it  may  have  been,  but  I  am  not 

certain.     I  have  never  seen  an  insurance  risk 
that  was  actually  fireproof, 

6.  Yes. 

7.  Yes. 


8.  Yes. 

9.  Yes. 

10.  Yes,    materially. 

11.  Yes. 

12.  To  a  certain  extent  where  fireproofing  has  been 

effectively  carried  out. 

13.  Yes. 

14.  In  some  cases  of  so-called  fireproof  materials  a 

reduction  is  made. 

15.  Yes. 

16.  In  my  opinion  there  is  no  material  used  in  the 

construction  of  buildings  which  can  be  called 
fireproof,  i.e.,  which  will  not  suffer  damage 
by  fire.  Many  materials  and  forms  of  con- 
struction are  capable  \oi  'fejhiipg  fire  up  to 
a  certain  point,  and  a 'copy  of  the  scale  of 
discounts  at  present  in/fcircel  iii' Victciria 'fpr  ' 
these  is  enclosed.      >'    '    ' 

Fire-Resisting  Construction. 
A  building   to  be   deemed    fire-resisting   must  be 
constructed  as  follows:  — 

1.  External   Walls   shall   be   not   less   than    14 

inches  thick  in  any  part,  and  of  brick, 
stone,  terracotta,  and /or  cement  concrete 
composed  of  broken  brick,  burnt  ballast, 
furnace  slag,  clinker  or  other  similar  hard 
and  burnt  materials  with  protected  metal 
work  as  per  No.  4  ;  and  having  parapets 
not  less  than  3  feet  above  the  highest  por- 
tion of  the  roof,  on  every  side  where  there 
is  any  other  building  within  30  feet. 

Note. — As  regards  buildings,  or  addi- 
tions to  buildings,  commenced  prior  to  30th 
September,  1907,  if  the  "  External 
Walls  "  be  of  brick,  stone,  or  concrete  they 
shall  be  deemed  equivalent  to  construction 
as  per  No.   i. 

2.  Floors  shall  be  either  of: — 

id)  Brick,  terra-cotta,  and /or  cement  con- 
crete composed  of  broken  brick,  burnt 
ballast,  furnace  slag,  clinker  or  other 
similar  hard  and  burnt  materials 
(asphalt  being  permitted  for  the 
ground  floor  only) ;  with  protected 
metal  work  as  per  No.  4 ;  the  floors 
being  in  no  part  less  than  6  inches 
in  thickness  and  carried  on  metal 
joists,  girders  and  columns,  protected 
as  in  No.  4,  or  on  brick  or  reinforced- 
concrete  walls  or  piers.  (A  wooden 
flooring  laid  on  the  concrete  is  allowed 
provided  that  there  is  no  space  be- 
tween the  wood  and  the  concrete,  and 
wooden  fillets,  not  exceeding  2  inches 
deep  are  permitted  if  bedded  flush  in 
the  concrete.)     Or  of — 

(1^)  Wood  not  less  than  9  inches  thick,  ceiled 
with  plaster  on  metal  lathing,  and 
with  the  floor-boards  laid  on  the 
bearers    without    intervening    space. 

3.  Roofs  shall  be  entirely  of  brick  arches, 
terra-cotta  or  fire-clay  ;  or  of  concrete  com- 
posed of  broken  brick,  burnt  balla.st,  fur- 
nace slag,  clinker  or  other  similar  hard  and 
burnt  materials ;  or  of  asphalt ;  and  not 
less  than  4  inches  in  thickness  ;  and  shall 
be  carried  on  metal  joists,  girders  and 
columns,  protected  as  per  No.  4,  or  on 
brick  or  reinforced-concrete,  walls  or 
piers. 

Note. — Above  such  roofs  there  may  be 
elected  .shelters  or  roofs  over  outlets,  if 
constructed     entirely     of     incombustible 
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materials  both  within  and  without,  and 
not  occupied  for  domestic  or  trade  pur- 
poses. Outlets  on  to  roofs  rendered  neces- 
sary to  satisfy  requirements  of  the  Fac- 
tories and  Workshops  Acts  are  permitted, 
provided  that  all  doors  and  frames  be  of 
metal,  or  cased  in  metal  at  least  one-eighth 
of  an  inch  thick,  and  that^they  be  self-- 
closing. 

Structural  Metal  Work. — All  columns  or 
stanchions  to  be  covered  vi^ith  brick  work 
01  porous  terra-cotta  or  with  cement,  con- 
crete, or  plaster  keyed  into  metal  sup- 
ports, and  protected  by  a  metal  guard  up 
to  a  height  6i  not  less  than  4  feet  from 
the'  floor,  w'htre  cement,  concrete  or  plaster 
only  must  be  used.     Girders,  joists,  lintels, 

■  'ird-all  striictural  metal  work  (other  than 
columns  and  stanchions  but  including 
framework  of  roofs),  where  not  covered 
with  brickwork,  to  be  completely  encased 
in  porous  terra-cotta,  securely  anchored, 
or  cement,  concrete  or  plaster  keyed  into 
metal  supports.  Space  must  be  left  at  the 
ends  of  girders  and  joists  to  permit  of 
expansion. 

Scuppers,  graded  to  carry  off  water,  shall 
be  provided  at  every  floor  le\el  above  the 
ground  story,  in  every  external  wall  abutt- 
ing on  the  open  air ;  the  opening  of  each 
shall  not  be  less  in  area  than  21  superficial 
inches ;  and  the  scuppers  shall  not  be  more 
than  12  feet  distant  from  one  another  and 
at  least  one  to  every  12  feet  or  fraction 
of  12  feet. 

Floor  or  Wall  Openings. — No  openings 
through  any  floors  or  walls  are  allowed 
except  as  follows  : — 


resisting  door,  in  accordance  with  the 
fire-resisting  doors,  etc.  Agreement, 
to  every  opening  into  the  building. 
[Shafting,  shaft-holes,  pipes,  and 
tubes;  see  sub-section  (c).] 

(d)  Kvery  door,  window,  or  other  opening 
in  the  external  walls,  any  portion  of 
which  doors,  etc.,  is  more  than  8  feet 
abo\e  the  ground  level  and  is  over- 
looking or  facing,  directly  or  at  an 
angle,  within  30  feet  of  any  door, 
etc.  (whether  protected  or  not)  in  an- 
other building,  or  within  30  feet  of 
any  roof  not  of  fire-resisting  construc- 
tion as  per  No.  3,  or  of  any  building 
of  wood  or  iron  or  any  wooden  or 
iron  portion  of  a  building,  must  be 
protected  in  one  or  other  of  the 
manners  prescribed  in  the  specifica- 
tions for  fire-resisting  doors,  etc. 

(f)  Shafting,  Shaft-holes,  Pipes,  or  Tubes. — 
Shaft-holes  in  floors  must  fit  closely 
in  metal  collars ;  and  in  walls  must 
fit  closely  into  wall,  or  have  wall-box 
closed  with  iron  plates  not  less  than 
n  quarter  of  an  inch  thick  leaving  no 
open  space.  All  pipes  and  tubes  for 
electric  wires  or  other  purposes  must 
be  of  metal  or  earthenware  and  be 
cemented  all  round  the  full  thickness 
of  the  floor.  (No  wooden  casings  to 
be  used  for  enclosing  electric  con- 
ductors.) 

N.B. — These  requirements  are  subject  to  revision 
from  time  to  time. 

7.  Deductions  from  Rate. — The  following  al- 
lowances may  be  made  for  construction 
conforming  to  the  several  definitions  here- 
inafter specified.  Such  allowances  shall  be 
upon  the  net  premiums  after  deduction  of 
all  discounts  or  other  allowances  made  to 
the  insured  under  the  agreements,  except 
those  permissible  under  the  Fire  Appli- 
ances Agreement : — 


(a)  Stair  cases,  lifts  or  other  openings  in 
floors,  the  enclosures  of  which  are 
constructed  entirely  of  brick  or  other 
material  as  mentioned  in  Section  2  (a) 
at  least  9  inches  thick  and  with  a  fire- 
Buildings  haviii<(  Ground  Floor  only,  and  having  External  Walls  as 
per  No.  1.     (a  and  h  are  cumulative.) 

(Floors.)  (a)  If  all  the  Floors  be  entirely  of  brick,  stone,  iron,  concrete, 

asphalt,  or  earth  ... 
(Roof.)  (i)  If  the  Roof  be   constructed   entirely   as   per  No.    3.     (Only 

allowable  when  the  risk  is  rated  under  Regulation  3)    ... 

Buildings  having  more  than  Ground  Floor,  and  having  External  Walls 
as  per  No.  I.  [These  deductions  may  only  be  allowed  when  the 
risk  is  rated  under  Regulation  3.-  (c  to  g)  are  cumulative.] 

(Floors.)  (c)  If  all  the  Floors  be  as  per  No.  2 
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(rf)  If  all  the  Floors  be  as  per  No.  2  ;  and  an  "  Addition  to 
Basis  Rate"  under  2  {d)  of  "Brick  General  Rating 
Scale  "  has  been  made  ; — deduct  for  each  Floor  so  charged 

(e)  If  all  the  Floors  be  as  per  No.  2  ;  and  there  be  no  openings 
HI  the  Floors  ;  or,  if  all  such  openings  be  protected  as 
per  No.  6 

(/)  If  the  Ri)of  be  constructed  entirely  as  per  No.  3 
(gr)  If  there  lie  no  door,  window  or  other  opening  as  described 
in  6  (6),  in  the  External  Walls  ;  or  if  every  such  door, 
etc  ,  be  protected  as  provided  in  6  (i).  [Only  allowable 
when  the  deduction  under  (c)  or  (/)  is  applicable.]       ...  5        5         5        5 

Basement  or  Ground  Floor  only  being  Fire-  wooden  floor  may  be  laid  over,  or  a  metal 

Resisting. -^If    the    basement,    or    ground  ceiling  be  fixed  under,   such  material),   or 

floor  if  there  be  no  basement,  of  a  build-  if    a    compartment    of    such    basement    or 

ing  be  separated   from  the   superstructure  ground   floor  be  so  separated  and  cut  ofl^ 

by  an  unbroken  floor  constructed  of  brick,  by    complete   partition   walls   of   brick   or 

stone,    concrete,   or    other    similar  incom-  other  similar  incombustible  material  from 

bu.stible  material  (provided  always  that  a  the   remainder,    or  have  every  opening  in 
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such  walls  protected  by  fire-resisting  door 
or  doors  constructed  and  warranted  closed 
as  per  Fire- Resisting  Doors,  etc.,  Agree- 
ment ;  then  the  rate  for  the  entire  building 
shall  be  that  for  the  portion  other  than 
such  separated  basement,  ground  floor,  or 
compartment  rated  as  if  it  were  a  separate 
building ;  and  the  rates  for  the  contents  of 
such  portion  and  of  every  such  separated 
basement,  ground  floor,  or  compartment 
shall  be  determined  as  if  each  of  them 
were  a  separate  building. 

9.  Minimiun     Aggregate     Annual     Rate     and 

Minimum  Total  Premium  for  Policy. — 
The  minimum  aggregate  rate  for  any  in- 
surance subject  to  deduction  under  7  (a) 
shall  be  as  per  "Brick"  General  Rating 
Scale  4;  and  for  any  insurance  subject  to 
deduction  under  7  {b,  c,  d,  e,  f,  or  g)  it 
shall  (after  allowing  every  deduction  per- 
missible under  all  agreements  except  Clause 
4  of  the  Discount,  Brokerage  and  Agency 
Agreement)  be  in  no  case  less  than  three- 
fifths  of  the  basis  or  minimum  rates  as 
fixed  by  the  classification  list,  general 
rating  scales,  or  special  tariffs,  as  the  case 
may  be;  and  the  aggregate  premium  for 
any  insurance'  after  the  like  allowances 
shall  in  no  case  be  less  than  5s. 

10.  Average  Clause. — All  insurances'  subject  to 
any  reduction  under  {e)  are  to  be  subject 
to  average ;  except  separate  insurances  on 
contents  of  each  floor,  and  insurances  on 
buildings  for  an  amount  equal  to  not  less 
than  IS.  for  every  cubic  foot  of  capacity, 
reckoning  10  feet  in  height  to  each  floor. 

17.  Yes. 

18.  Yes. 

19.  Yes."  Fireproof  roof,  7^  per  cent,   deduction) 

fireproof  floors,  7^  per  cent,  deduction; 
without  openings  in  external  walls,  or  if 
openings  protected,  5  per  cent,  deduction. 

20.  Yes. 

21.  Yes. 

22.  Yes. 

23.  Yes,  materials  of  construction  always  affect  the 

rate. 

24.  Not  easy  to  answer  this  question.     The  use  of 

a  certain  proportion  of  fireproof  material 
might  not  involve  any  reduction  in  premium. 
On  the  other  hand,  the  use  of  fireproof 
material,  under  certain  conditions,  would  do 
so. 

25.  Provision  for  reduction  of  rate  with  fire  resist- 

ing construction  provided  in  modern  rating 
schedules. 

26.  There    are    no    actually    fireproof    constructed 

buildings,  but  for  buildings  erected  with  fire 
resisting  material,  a  reduction  in  rates  is 
made. 

27.  Yes,  materially. 

28.  Yes,  if  the  fireproofing  has  been  carried  out -in 

accordance  with  certain  specifications. 

29.  Yes. 

30.  Yes,  where  the  buildings  are  up  to  the  required 

standard. 

31.  Yes;   it  must    not    be    overlooked    that   extra 

hazards  nullify  to  a  large  extent  so-called 
improvements  in  the  use  of  fireproof 
materials  in  the  erection  of  buildings. 

32.  The  rate  of  premium  has  been  very  largely  de- 

creased in  consequence  of  the  use  of  fire- 
proof materials,  subject  to  certain  regula- 
tions. 

33.  Yes,  where  iron  doors  have  been  substituted  for 

wood,  or  stone  or  concrete,  as  against  wood. 


34.  Yes. 

35.  Yes. 

36.  Rates  are  regulated  according  to  the  character 

of  the  risk. 

37.  In  New  South  Wales,   yes.       In  buildings  of 

"  solid  construction  "  discounts  off  the  pre- 
miums are  allowed  for  various  approved  fire- 
proof materials  ranging  from  5  per  cent,  to 
40  per  cent. 

38.  Yes. 

39.  Yes. 

40.  Yes. 

41.  Yes. 
43-  Yes. 


Section  XXVIII. — Fire  Inquests. 

Question  92. 

What  is  your  opinion  concerning  the  necessity  for 
exhaustive  inquests  in  the  case  of  fires? 

Replies. 

1.  We  think  it  is  generally  desirable. 

2.  Think  same  highly  desirable. 

3.  Consider  there  should  be  an  inquiry  into  every 

fire  of  any  size. 

4.  Provided  the  inquiries  are  exhaustive,  and  the 

inquests  are  carried  out  with  care,  we  think 
they  would  act  as  a  deterrent  to  incendiaries 
and  others.  There  is,  however,  the  impor- 
tant point  to  be  borne  in  mind  that  a  Com- 
pany is  prejudiced  in  dealing  with  a  dis- 
honest insured  if  he  has  been  exonerated 
from  responsibility  at  the  inquest,  which 
necessarily  could  not  go  so  minutely  into  the 
case  as  the  Company's  inquiries  would  do. 

5.  I  should  say  quite  unnecessary.     Time  enough 

to  hold  an  inquest  when  the  police  think  it 
needful,  which  is  seldom. 

6.  I  think  it  would  have  the  effect  of  being  a  de- 

terrent to  incendiaries  if  exhaustively  carried 
out. 

7.  I  think  inquests  should  be  held  upon  doubtful 

cases;  but  am  of  opinion  that  the  costs 
should  not  be  borne  by  the  Insurance  Com- 
pany or  the  insured. 

8.  Desirable    when    the   Companies   interested    re- 

quest the  Government  in  any  special  case. 

9.  Would  have  the  effect  of  materially   reducing 

the  number  of  fires. 

10.  There  should  be  an  inquest  on  every  important 
fire,  in  the  interests  of  the  public.  Such  a 
rule  might  act  as  a  deterrent  to  incendiarism, 
and,  if  generally  applied,  there  would  be  no 
stigma  implied  in  cases  of  honest  fii*es. 

II    Not  necessary. 

12.  There  are  many  instances  where  an  exhaustive 

inquest  would  be  a  distinct  advantage.  It 
should  be  within  the  power  of  the  police  to 
order  an  inquest,  either  in  their  own  volition 
or  at  the  request  of  an  Insurance  Company. 

13.  Unnecessary. 

14.  I  think  they  are  most  necessary,  and,  if  always 

held,  would  reduce  the  number  of  fires  con- 
siderably. 

15.  I  think  inquests  should  be  held  upon  doubtful 

cases,  but  am  of  opinion  that  the  costs  should 
not  be  borne  by  the  Insurance  Company  or 
the  insured. 

16.  I  consider  that  for  the  protection  of  the  com- 

munity and  of  the  Fire  Insurance  Com- 
panies, as  well  as  for  the  detection  of  fraud 
and  prevention  of  arson,  inquests  are  neces- 
sary  in  very  many  cases,    and   they  should 
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either  be  compulsory  for  all  cases,  or  granted 
when  asked  for  by  any  person  on  cause 
shewn,  or  on  the  application  of  the  police. 
The  inquiry  should  be  conducted  by  a  magis- 
trate— a  stipendiary,  where  practicable,  and 
the  parties  should  not  be  required  to  pay  any 
of  the  costs  of-  the  inquiry. 

P.S. — Inquests — Since  writing  my  answer 
to  question  No.  92,  I  have  come  across  the 
City  of  London  Fire  Inq^uests  Act  1888  (51 
and  52  Vict.  cap.  XXXVIII.),  which  makes 
provision  for  holding  inquests  somewhat  of 
the  nature  I  have  suggested.  I  am  unable  to 
supply  a  copy,  but  the  Act  will  be  found  on 
page  LXi.  of  the  Addendum  to  Bunyon' s  Law 
of  Fire  Insurance,  5th  edition. 
1  7 .  We  think  that  in  the  interests  of  the  community 
inquests  should  be  held  in  the  case  of  fires, 
and  that  they  should  be  held  in  the  same 
manner  as  other  inquests— free  of  cost  to  the 
parties  concerned. 

18.  Very  de.sirable,  as  in  my  opinion  it  would  have 

a  good  effect  on  incendiarism. 

19.  We  consider  inquests  most  desirable    as  tending 

to  stop  incendiarism. 

20.  An  inquiry  should  be  held  into  the  cause  of  all 

fires. 
21     Sometimes  necessary.        If  there  be  no  imme- 
diate  results   from   inquests     they    act   as    a 
check  on  crime. 

22.  Desirable  often.      Inquests,    without  exception, 

not  necessary,  and  too  costly. 

23.  Every  fire  does  not    call    for    an  inquest,   but 

many  do  into  which  no  inquiry  is  made.  It 
is  desirable  that  provision  should  be  made 
for  such,  but  not  at  the  cost  of  the  Insur- 
ance Companies. 

24.  Not  all  fires  call  for  an  inquest.     The  public 

authorities  should  decide  when  an  inquest  is 
desirable. 

25.  Public  inquests  not  of  much  value. 

20.  I  am  of  opinion  that  it  is  highly  necessary  that 
compulsory  inquests  should  be  held  for  every 
fire,  at  the  discretion  of  the  coroner,  but  the 
cost  of  such  inquests  should  not  be  borne  by 
any  of  the  parties  concerned. 

27.  I  consider  an  exhaustive  inquest  most  desirable, 

but  I  greatly  doubt  the  value  of  the  jury  sys- 
tem in  this  connexion. 

28.  Authority  should  be  obtained  for  the  police  to 

order  an  inquest  at  the  request  of  an  insur- 
ance office. 

29.  They  are  not  of  much  value,  except  in  the  case 

of  suspicious  fires. 

30.  May  act  as  a  deterrent  to  fraud,  but  these  in- 

quiries rarely  lead  to  the  cause  of  a  fire  being 
found  out. 

31.  I  am  strongly  in  favour  of  exhaustive  inquests 

in  the  case  of  fires.  I  am  perfectly  certain 
that  eventually  it  would  lead  to  a  reduction 
in  the  fire  loss  waste,  and  consequent  reduc- 
tion in  premiums.  Great  care,  however, 
should  be  exercised  in  the  appointment  of 
coroners.  At  Broken  Hill  the  coroner  is  an 
agent  for  an  Insurance  Company ;  in  my 
opinion,  this  is  an  improper  thing. 

32.  From  the  public  point  of  view,   I  think  there 

should  be  an  inquest  on  every  fire,  because 
a  fire  does  not  only  affect  the  individual ;  it 
affects  his  neighbours,  and  it  affects  the  rate 
at  which  his  neighbours  can  obtain  insurance 
premiums,  and  it  sometimes  affects  life.  But, 
as  a  fire  insurance  manager,  I  do  not  attach 
the  least  value  to  inquests.  Fires  are  looked 
upon  as  a  public  injury  in  a  great  many 
places ;  for  instance,  in  Prussia,  and  other 


places  in  North  Germaiiy.  I  remember  when 
business  there  came  beftire  me  in  the  course 
of  my  work,  that  the  Insurance  Companies 
were  not  allowed  to  pay  a  loss  without  a  cer- 
tificate from  the  police.  I  quote  this,  but 
do  not  personally  agree  with  the  system,  be- 
cause I  think  it  unnecessarily  hampers  legiti- 
mate business,  and  that  Insurance  Companies 
should  exercise  caution  in  carrying  on  their 
own  business,  and  that  doing  so  is  the  very 
best  protection  they  can  have  against  arson 
and  fraud. 

Very  desirable. 

Desirable,  when  the  Companies  interested  re- 
quest the  Government  in  any  special  case. 

I  believe  an  inquest  should  be  held  in  most 
cases. 

In  many  cases  inquests  are  necessary.  The  fact 
that  such  inquiries  are  made  checks  incen- 
diarism. 

There  is  no  necessity,  except  in  suspicious  cases. 

Very  important  to  have  an  inquest  on  every  fire. 
39.  Very  good  results  would  be  obtained  in  stop- 
ping the  occurrence  of  fires,  and  thereby  re- 
ducing the  fire  waste,  insured  or  uninsured, 
both  from  carelessness  and  incendiarism. 

Yes,  undoubtedly,  in  all  cases. 

Inquests  have  had  no  practical  results  as  to  the 
cause  of  fires. 

Inquest  should  be  held  in  every  case  as  a 
deterrent. 


33. 
34- 

35' 
36. 


37 
38 


40 

41 
43 


4- 
5- 


Section  XXIX. — Incendiarism. 
Question  93. 
Does  the  experience  of  your  Company  furnish  evi- 
dence or  indications  of  wilful  destruction  by 
fire  for  purposes  of  gain  ? 

Replies. 

1.  We  have  none  in  our  connexion. 

2.  We  have  had  such  cases. 

3.  Yes ;  but  fires  destroy  the  evidence,   and  cases 

are  very  difficult  to  prove. 

Yes. 

Sometimes  indications,  but  scarcely  ever 
evidence.  In  two  cases  many  years  ago  the 
Company  initiated  prosecutions  for  incen- 
diarism, when  the  parties  were  convicted. 

6.  Yes.     On  three  occasions  have  received  "con- 

science money." 

7.  Very  rarely. 

8.  Indications. 
Yes,    indications. 
Yes. 
Yes. 

Yes,    frequently. 
No. 
So   suspected,    but    proof    is   never    available. 

Companies  feel  sure  in  many  cases  they  are 
being  swindled,  but  have  to  "  grin  and  bear 
it,"   and  pay  up. 

15.  Very  rarely. 

16.  From   the   fact   that    we   have   received    "  con- 

.science  money,"  it  is  fair  to  assume  that 
fraud  has  actually  occurred  in  our  own  ex- 
perience. We  have  no  moral  doubt  that 
wilful  destruction  does  occur,  but  we  have 
no  means  of  proving  same. 

There  have  been  indications,  but  conclusive 
proof  has  been  lacking. 

In  many  cases,  fires  and  circumstances  are  very 
suspicious,  but  it  is  seldom,  if  ever,  possible 
to  prove  arson  or  incendiarism. 

There  are  undoubtedly  many  fires  which  are 
suspicious  in  their  origin. 


9- 
10. 
II. 
12. 

13- 

14. 


17- 
t8. 

19. 
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20. 
21, 

22. 

33' 


24- 

25- 


26. 


27- 
28, 
29, 

3°- 


31- 
32- 
33- 
34- 
35- 
36- 


37- 


38- 
39. 

40. 

41. 
43- 


Yes. 

Yes. 

Impossible  to  give  a  useful  answer. 

Such  cases  of  incendiarism  certainly  do  occur. 
' '  Valued  policies  ' '  would  tend  to  increase 
the  number,  too. 

Undoubtedly  this  occasionally  happens. 

Such  experience  not  unknown,  but  rare. 

Risks  are  not  underwritten  in  connexion  with 
which  the  least  suspicion  of  "  moral  hazard  " 
is  in  existence. 

Occasionally  there  has  been  indication  of  wilful 
destruction  by  fire,  but  definite  proof  was 
wanting  in  respect  thereof. 

Not  so  far. 

Occasionally. 

No.  ■     ^  . 

As  previou.sly  indicated,  proof  is  most  diffi- 
cult to  obtain,  but  there  are  any  number 
of  fires  of  verv  suspicious  character. 

Yes. 

We  have  had  such  cases. 

Yes. 

Indications. 

Yes. 

Have  not  sufficient  information  to  enable  me 
to  answer  this  question.  It  is  very  difficult 
to  sheet  home  a  charge  of  incendiarism. 

Our  experience  as  the  Company's  agents  for 
New  South  Wales  does  not  furnish  us  with 
evidence,  but  indications  appear  to  occasion- 
ally exist  in  the  direction  suggested. 

Yes;  but  very   difficult   to  prove. 

Yes. 

Yes. 

Yes. 

Yes. 


Question  94. 
Are  such  cases  relatively  numerous  in  the  Common- 


wealth ? 


Replies. 


No. 
No. 


3.  In   some   districts,    especially   mining   districts, 

also  in  times  of  financial  depression. 

4.  This  is  perhaps  a  matter  of  conjecture,  but  we 

are  of  opinion  that  they  are^  relatively 
numerous,  for  the  reason  that  it  is  compara- 
tively easy  to  avoid  detection  in  many  in- 
stances in  a  country  where  wooden  buildings 
prevail. 

5.  Cannot   say. 

6.  In  New  South  Wales,  no. 

7.  No. 

8.  I  do  not  think  more  than  in  other  British  com- 

munities. 

9.  I  cannot  say. 

10.  No ;  but  many  claims  are  paid  wihout  demur 

in  respect  to  which  the  circumstances  point 
to  at  least  contributory  negligence. 

11.  Fairly  numerous,  in  my  opinion. 

12.  Am  unable  to  say. 

13.  Not  to  my  knowledge. 

14.  I  think  so. 

15.  No, 

16.  There  is  no  direct  evidence. 

17.  We  do  not  know. 
i8.  Cannot  say. 

19.  The  proportion  varies  in  different  centres. 
Decaying  mining  townships  are  very  prolific 
in  fires,  and  certain  conditions,  e.g.,  labour 
troubles  often  result  in  numerous  fires. 


20. 
21. 
22. 

23- 

24. 

25- 
26. 

27. 
28. 
29. 
30. 

31- 
32, 


33- 

34- 
35- 

36. 

37- 


38, 
39- 

40. 

4i. 
43' 


•We  are  unable  to  give  any  idea  of  the  general 
experience,  but  so , far  as  this  Company's  ex- 
perience is  concerned,  we  do  not  find  dis- 
tinctly incendiary  fires  numerous,  though 
there  are  frequent  suspicious  cases. 

No. 

Not  in  Tasmania. 

No  reliable  information. 

I  have  no  statistics  to  appeal  to  on  this  matter. 

I   think  not. 

See  reply  to  question  No,  93, 

1  cannot  say.' 

I  cannot  say. 

Cannot  say. 

No. 

A  fair  number  of  very  suspicious  cases,  but  it 
is  almost  impossible  to  secure  proof. 

Many  suspicious  cases  occur,  very  difficult  in- 
deed to  prove. 

Relatively  to  what  ?  My  experience  of  busi- 
ness, although  fairly  extensive  at  one  time, 
has  for  the  last  thirty-five  years  been  con- 
fined practically  to  Australasia  (including 
New  Zealand).  I  think  that  cases  of  the 
kind  are  less  numerous  in  the  Commonwealth 
than  in  New  Zealand,  From  my  previous 
experience  in  the  home  and  foreign  depart- 
ments at  the  head  office  of  the  Company  in 
England,  I  do  not  think  that  incendiarism 
is  distinctively  prevalent  in  the  Common- 
wealth, and  certainly  not  so  prevalent  as  in 
the  United  States  and  Canada. 

Have  no  records  to  guide  us  in  forming  an 
opinion.  We,  however,  think  they  are 
when  business  is  bad. 

I  do  not  think  more  so  than  in  other  British 
communities. 

I  can  only  guess,  but  my  candid  opinion  is 
"Yes." 

No  means  of  knowing. 

We  consider  that  they  are  not  relatively 
numerous.  Such  a  condition  would  alter  for 
the  worse  if  the  present  invaluable  checks  in 
the  present  system  of  insurance  were  modi- 
fied. "  Bad  times-"  have  an  appreciable 
effect  on  this  question. 

Not  that  we  are  aware  of. 

Fairly  so;  but  proved  cases  are  rare. 

Yes. 

We  do  not  think  so. 

I  understand  more  numerous  here  than  in  Great 
Britain. 


Question  95. 

How  does  the  ratio  of  such  cases  to  total  fires  vary 
in  the  different  countries  in  which  your  Com- 
pany  transacts  business? 

Replies. 

1.  Have  not  any  information. 

2.  Have  not  got  the  information. 

3.  Unable  to  answer  this  question. 

4.  We  have  no  information  on  the  point. 

5.  I   do  not  recollect   a  case    in    New    Zealand, 

which  is  the  only  other  country  in  which  this 
Company  transacts  Fire  Insurance  business. 

6.  Our  business  confined  to  New  South  Wales. 

7.  Cannot  say. 

8.  I   have  not  the  information. 

9.  I  cannot  say. 

10.  There    is    not   much    difference    in    States    (we 

working  only  in  Australia),     the    conditions 
applying  more  to   districts   and   classes, 

11.  See  reply  to  question  No.  4. 
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12. 

13- 
14. 

15- 
i6. 

17- 
i8. 
19. 
20. 

22. 

24. 


25- 

26. 
27. 
28. 
29. 

30- 
31- 


32- 
33- 

34- 
35- 


36. 

37- 


38. 
39- 

40. 

41. 
43- 


Impossible  to  answer  this  question. 

See  reply  to  question  No.  93. 

I  cannot  say,  as  it  is  suspicion  only. 

Cannot  say.- 

I  am  unable  to  say. 

We  do  not  know. 

Do  not  know. 

I  am  unable  to  say. 

The  Company's  business  is  confined  to  New 
South  Wales  and  Victoria. 

Cannot  tell. 

See  reply  to  question  No.  94. 

Impossible  to  say.  There  may  be  grounds  for 
suspicion  iu  several  cases,  but  the  proved 
cases  are  infinitesimal  in  number. 

Cannot  say. 

I  have  no  knowledge. 

I  cannot  say. 

Have  no  information  on  this  point. 

Cannot  say. 

Do  not  know. 

In  my  opinion,  arson  is  more  prevalent  in  Tas- 
mania and  Western  Australia  than  it  is  in 
other  parts  of  the  Commonwealth. 

It  is  impossible  to  answer  this  question. 

Cannot  say ;  no  knowledge. 

I  have  not  the  information. 

The  moral  hazard  is  very  bad  in  New  Zealand, 
and  nearly  as  bad  in  the  Commonwealth, 
being  particularly  bad  in  Western  Australia. 

No  means  of  knowing. 

It  is  impossible  to  reply  to  this  question, 
especially  as  it  involves  two  conditions,  viz., 
"evidence"  and  "indications." 

Cannot  say. 

I  do  not  know. 

Do  not  transact  business  beyond  Australia 
and  New  Zealand. 

Possibly  3  per  cent. 

Cannot  say. 


15- 


16. 

17- 

18. 
19. 
20. 
21. 

22. 

23- 

24. 


25- 
26. 
27, 
28 

3°' 


31- 
32 


Section  XXX. — Proposals,  Policies,  etc. 
Question  96. 

Please  submit  copies  of  policies,  proposals,  and 
all  other  forms  or  documents  which  either 
expressly  or  by  implication  are  made  part 
of  the  Fire  Insurance  contracts  of  your 
Company  ? 

Replies. 
I.  Herewith. 
3.  Specimens  of  forms  attached. 

3.  Forms  enclosed. 

4.  Attached,   copy  of   proposal    form;    copy    of 

policy  form. 

5.  Copies  of  policy,  proposals,  receipts    for    pre- 

mium, average  clause — Act  No.  305.     Deed 
of  settlement. 

6.  All  documents  mentioned  are  forwarded  here- 

with. 

7.  Enclosures  are — 

(i.)  Copy  of  policy  form; 

(ii.)  Copies  of  all   proposal   forms. 

8.  Policy  form,  proposals. 

9.  Policy  form,  proposal,  declaration  of  loss  form, 

attached. 

10.  These  are  annexed. 

11.  Proposals,  (2),  receipt  for  agricultural  risk,  and 

policy  form,  attached  hereto. 

12.  Sent  herewith. 

13.  Copies  herewith. 

14.  Policy,  cover  note,  proposal  form,  notices  (3), 

claim  form,  balance-sheet. 


33' 

34 
35 
36 
37 

38 
39 

40 
41 
43 


Enclosures  are — 

(i.)  Copy  of  policy  form; 

(ii.)  Copies  of  all  proposal  forms. 

Policy  forms  (3),  proposal  forms  (3),  are  sent 
herewith. 

Policy  form,  proposal  form,  haystack  proposal 
form. 

Submitted. 

Attached  h;:reto. 

Forms  enclosed. 

Proposal  and  policy  forms  now  sent  on. 

Forms  herewith.  Those  in  use  in  the  Com- 
monwealth are  practically  the  same. 

Policy  form  enclosed. 

Documents  submitted. 

1 .  Policy  f r.rm,  with  conditions  on  back  thereof. 

2.  Ordinary  proposal   form. 

3.  Special  proposal  form  for  haystacks. 

4.  Form  fcir  statement  of  classified  risks.     See 

question  No.  59. 

Herewith. 

Forms  enclosed. 

Forwarded  herewith. 

Copies  of  policy  and  proposal  forms  are  at- 
tached hereto. 

Those  used  in  New  South  Wales  enclosed  here- 
with. Policy  form,  agents  and  branch  in- 
terims and  renewal  receipts  and  cover  notes, 
and  thr>se  proposals — ordinary,  farm  and 
crop,  balance-sheet  and  constitution  and 
rules. 

Cover  note,   proposal,  and  policy  herewith. 

Exhibit  No  3.  I  submit  copy  of  policy  form 
(No.  I  J. 335, 01 2  cancelled),  the  conditions 
being  uniform  in  all  Companies.  Also 
Exhibit  No.  4,  copy  of  proposal  form,  the 
back,  which  is  ruled  through  in  red,  has 
nothing  to  do  with  the  proposal  vouched 
for  by  proposer. 

Fire  policy  form,  proposal,  interim  receipt, 
renewal  receipts,  reinsurance  proposal  forms. 

Policy  form,   proposals. 

Proposal  and  policy  forms  attached. 

Submitted  herewith. 

Copy  of  policy  form  and  proposals  (general, 
haystacks  and  crops)  are  enclosed  herewith. 

Proposal  and  policy  herewith. 

A  policy  form  and  proposal,  ordinary,  and 
haystack   are  enclosed. 

Herewith. 

Herewith. 

Herewith. 


Question  97. 

Indicate  what  conditions  specified  in  such  forms  or 
documents  are  considered  by  your  Company 
to  be  non-essential? 

Replies. 

2.  All  considered  essential. 
All   essential. 
None. 
None. 
All  essential. 

8.  None. 

9.  They  are  all  essential. 

o.  All   are   essential,    but   are  only   required    and 
used  as  a  protection  against  fraud. 

2.  Every  condition  in  our  policy  is  based  on  prac- 
tice and  wide  world  experience,  and  we  con- 
sider evf;ry  one  essential  to  the  proper  and 
fair  working  of  our  business. 
All  are  considered  essential,  but  enforcement 
is  dependent  on  facts. 
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14-  None. 

15.  All  essential. 

16.  There  are  no  non-essential  conditions. 

17.  We  do  not  consider  any  of  them  non-essential. 

18.  No. 

19.  Everything  is  essential,   but  in  cases  of  fires, 

which  are  in  our  judgment  of  a  bond  fide 
character,  compliance  with  technicalities  is 
rarely  insisted  on. 

20.  It  is  not  customary  to  enforce  any  conditions 

of  the  policy  in  bond  fide  cases  of  loss. 

21.  None. 

22.  All  essential. 

23.  All  of  them  are  essential. 

24.  I   submit  that  these  conditions,    which   are  the 

result  of  many  years'  experience  in  all  parts 
of  the  world,  are  right  and  proper,  and 
there  are  none  of  them  which  I  would 
willingly  part  with.  Of  course,  these  con- 
ditions have  been  frequently  modified  in 
minor  respects,  and  may  be  modified  again, 
but  substantially  they  embody  provisions 
without  which  the  practice  of  Fire  Insurance 
would  be  difficult  and  even  dangerous. 

25.  None. 

26.  Consider  all  are  essential. 

27.  We  consider  that  all  conditions  of  our  policy 

are  essential. 


28.  Every  condition  embodied    in    our    policy    is 

essential  to  the  equitable  and  proper  conduct 
of  our  business. 

29.  None. 

30.  Think  all  information  asked  for  in  documents 

is  essential  for  our  reqnirements. 

31.  Conditions  would  not  appear  in  such  documents 

unless  considered  essential. 

32.  No.    2 — Names   of    occupants,    and    No.     3 — 

number  and  street,  are  practically  used    for 
identification '  purposes  only. 
Nos.    4,    8,   9,    ID   and   11,   bearing  upon    the 
moral  risk  are  the  most  important. 

33.  None. 

34.  None. 

35.  All   our   conditions   are   essential 
:^6.  All   are  essential. 

37.  We  know  of  none.  The  fact  of  our  being  in- 
structed to  use  them  would  point  to  the 
assumption  that  the  Company  considers  all 
of  them  essential.  If  the  Commissioners  so 
desire  we  will  refer  the  •  question  to  head 
oflSce. 

39.  All  of  the  conditions  are  essential   in    certain 

cases. 

40.  They  are  all  essential. 

41.  None. 

43.  All  essential. 
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APPENDIX  C, 


CONDITIONS  AND  STIPULATIONS  IN- 
DORSED ON  FIRE  INSURANCE 
POLICIES     ISSUED     IN     AUSTRALIA. 

Misdescription. 

1.  If  there  be  any  material  misdescription  of 
any  of  the  property  hereby  insured,  or  of  any 
building  or  place  in  which  such  property  is  con- 
tained, or  any  misrepresentation  as  to  any  fact 
rnat:-rial  t!)  be  known  for  estimating  the  risk,  or 
any  omission  to  state  such  fact,  the  company  shall 
not  be  liable  upon  this  policy  so  far  as  it  relates 
to  property  affected  by  any  such  misdescription, 
misrepresentation,  or  omission. 

Rent. 

2.  Throughout  these  conditions  the  stipulations, 
provisions,  and  requirements  applicable  to  loss  on 
property  shall  also  be  deemed  to  apply  in  the  case 
of  any  insurance  on  rent. 

Receipts. 

3.  No  payment  m  respect  of  any  premium  shall 
be  deemed  to  be  payment  to  the  company  unless 
a  printed  form  of  receipt  for  the  same,  signed  by 
an  official  or  duly-appointed  agent  of  the  company, 
shall  have  been  given  to  the  insured. 

Insurance  with  other  Companies. 

4.  The  insured  shall  give  notice  to  the  company 
of  any  insurance  or  insurances  already  effected, 
or  which  may  subsequently  be  effected,  covering 
any  of  'the  property  hereby  insured ;  and  unless 
such  notice  be  given,  and  the  particulars  of  such 
insurance  or  insurances  be  stated  in  or  indorsed  on 
this  policy  by  or  on  behalf  of  the  company  before 
the  occurrence  of  any  loss  or  damage,  the  insured 
shall  not  be  entitled  to  any  benefit  under  this 
policy.  The  payment  of  any  premium,  or  the  issue 
of  any  policy  receipt  or  cover  note,  shall  be  deemed 
conclusive  evidence  of  the  existence  of  other  in- 
surance, whether  liability  under  such  other  insurance 
be  disputed  or  not. 

Risks  not  Covered. 

5.  The  insurance  does  not  under  any  circum- 
stances cover — 

(a)  Loss  by  theft  during  or  after  the  occurrence 

of  a  fire ; 

(b)  Loss  or  damage  to  property  occasioned  by 

its  own  fermentation  or  natural  heat- 
ing (except  as  may  be  provided  in  ac- 
cordance with  Condition  7  /),  or  by  its 
undergoing  any  heating  or  drying  pro- 
cess. 

((,)  I-oss   or   damage   occasioned   or   happening 
through— 

(i)  the  burning  of  property  by 
order  of  any  public  au- 
thority. 

(2)  the  fall  or  any  building  or  part 
thereof,  ecxept  as  the  result 
of  fire. 


Risks  not  Covered  Except  under  Certain 
Conditions. 

6.  The  insurance  does  not  cover  loss  or  damage 
by  fire  durmg  (unless  it  be  proved  by  the  insured 
that  the  loss  or  damage  was  not  occasioned  thereby) 
or  in  consequence  of  :  — 

(a)  Subterranean    fire,    earthquake,    hurricane, 

volcanic  eruption  or  other  convulsion  of 

nature ; 

(b)  Invasion,   act  of  foreign  enemy,  riot,  civil 

commotion,   rebellion,  insurrection,  mili- 
tary or  usurped  power,  or  martial  law. 

Risks  not  Covered  unless  Expressly 
Included. 

7.  Unless  otherwise  expressly  stated  in  the  policy, 
the  insurance  does  not  cover  : — ■ 

(u)  Goods  held  in  trust  or  on  commission; 

(b)  Bullion  or  unset  precious  stones; 

(c)  Any    curiosity   or     work    of     art     for     an 

amount  exceeding  ;£20 ; 

(d)  Manuscripts,   plans,   drawings,   or   designs, 

patterns,  models,  or  moulds ; 

(e)  Securities,    obligations,    or     documents     of 

any     kind,     stamps,     coined    or    paper 
money,    cheques,    books   of    account,    or 
other  business  books. 
(/)  Coal,  against  loss  or  damage   occasioned  by 
its  own  spontaneous  combustion. 

(g)  Explosives. 

(h)  Loss  or  damage  occasioned  by  explosion ; 
but  loss  or  damage  by  explosion  of  gas 
used  for  illuminating  or  domestic  pur- 
poses in  a  building  in  which  gas  is  not 
generated,  and  which  does  not  form 
part  of  any  gas  works,  will  be  deemed 
to  be  loss  by  fire  within  the  meaning  of 
this  policy. 

Marine  Clause. 

8.  The  insurance  does  not  cover  any  loss  or  dam- 
age to  property  which,  at  the  time  of  the  happen- 
ing of  such  loss  or  damage,  is  insured  by,  or  would 
but  for  the  existence  of  this  policy  be  insured  by, 
any  marine  policy  or  policies,  except  in  respect  of 
any  excess  beyond  the  amount  which  would  have 
been  payable  under  tlie  marine  policy  or  policies, 
had  this  insurance  not  been  effected. 


Alterations    .■vnd    Removals. 

9.  Under  any  of  the  following  circumstances  the 
insurance  ceases  to  attach  as  regards  the  property 
affected  unless  the  insured,  before  the  occurrence 
of  any  loss  or  damage,  obtains  the  sanction  of  the 
company,  signified  by  indorsement  upon  'the  policy 
by  or  on  behalf  of  the  company  : — 

(a)  If  the  trade  or  manufacture  carried  on  be 
altered,  or  if  the  nature  of  the  occu- 
pation of  or  other  circumstances  affect- 
ing the  building  insured  or  containing 
the  insured  property  be  changed  in 
such  a  way  as  to  increase  the  risk  of 
loss  or  damage  by  fjre. 


109 


(b)  If   the  building  insured  or  containing  the 

insured  property  becomes  unoccupied, 
and  so  remain  for  a  period  of  more 
than  thirty  consecutive  days. 

(c)  If    property    insured    be    removed    to    any 

building  or  place  other  than  that  in 
which  it  is  herein  stated  to  be  insured. 
{d)  If  the  interest  in  the  property  insured  pass 
from  the  insured  otherwise  than  by  will 
or  operation  of  law. 

Cancelmenx  of  the  Insurance. 

10.  The  insurance  may  be  terminated  at  any  time 
at  the  request  of  the  insured,  in  which  case  the 
company  will  retain  the  customary  short-period 
rate  for  the  tune  the  policy  has  been  in  force.  The 
insurance  may  also  at  any  time  be  terminated  at  the 
option  of  the  company  on  notice  to  that  effect  being 
given  to  the  insured,  in  which  case  the  company 
shall  be  liable  to  repay  on  demand  a  ratable  pro- 
portion of  the  premium  for  the  unexpired  term  from 
the  date  of  the  cancelment. 

Occurrence  of  a  Fire. 

1 1 .  On  the  happening  of  any  loss  or  damage 
the  insured  must  forthwith  give  notice  in  writing 
thereof  to  the  company,  and  must  within  fifteen 
dkys  after  the  loss  or  damage,  or  sucli  further  time 
as  the  company  may  in  writing  allow  in  that  be- 
half, deliver  to  the  company  a  claim  in  v^riting  for 
the  loss  and  damage,  containing  as  particular  an 
account  as  is  reasonably  practicable  of  all  the 
articles  or  items  of  property  damaged  or  destroyed, 
and  of  the  amount  of  the  loss  or  damage  thereto 
respectively,  and  of  any  other  insurances;  and  must 
at  all  times  at  his  own  expense  produce  and  give 
to  the  company  all  such  books,  vouchers,  and  other 
evidence  as  may  be  reasonably  required  by  or  on 
behalf  of  the  company,  together  with  a  declaration 
on  oath  or  in  other  legal  form  of  the  truth  of  the 
claim  and  of  any  matters  connected  therewith  j  and 
if  the  nisurance  is  subject  to  average,  the  insured 
must  within  the  aforesaid  fifteen  days,  or  such 
further  time  as  the  company  may  in  writing  allow 
in  that  behalf,  deliver  to  the  company  an  account 
of  all  the  property  insured,  with  the  estimated 
value  thereof  at  the  breaking-out  of  the  fire. 

No  amount  shall  be  payable  under  this  policy 
unless  the  terms  of  this  Condition  have  been 
complied  with. 

Salvage. 

12.  On  the  happening  of  any  loss  or  damage, 
the  company,  may,  so  long  as  the  claim  is  not  ad- 
justed,   without    thereby    incurring    any    liability- — 

(a)  Enter  and  take  and  keep  possession  of  the 
building  or  premises  where  the  loss  or 
damage  has  happened. 
{b)  Take  possession  of,  or  require  to  be  de- 
livered to  it,  any  property  of  the  insured 
in  the  building  or  on  the  premises  at 
the  time  of  the  loss  or  damage, 
(c)  Examine,    sort,    arrange,    or   remove  all   or 

any  of  such  property. 
id)  Sell  or  dispose  of,   for  account  of  whom 
it   may   concern,    any    salvage   or   other 
property    taken    possession    of    or     re- 
moved. 
In  no  case  shall  the  company  be  obliged  to  under- 
take the  sale  or  disposal  of   damaged  goods,   nor 
shall  the  insured  under  any  circumstances  have  the 
right    to    abandon    to    the    company    any  property, 
damaged  or  undamaged,   whether  taken  possession 
of  by  the  company  or  not.      Entry  upon  or  taking 
possession   of   premises  by  the  company   shall   not 
be  taken  as  recognition  of  abandonment  by  the  in- 
sured. 


Forfeiture. 
IT,.  If  the  claim  be  in  any  respect  fraudulent, 
or  if  any  false  declaration  be  made  or  used  in  sup- 
port thereof,  or  if  any  fraudulent  means  or  devices 
are  used  by  the  insured,  or  any  one  acting  on  his 
behalf,  to  obtain  any  benefit  under  this  policy,  or 
if  the  loss  or  damage  be  occasioned  by  the  wilful 
act,  or  with  the  connivance  of  the  insured,  or  if 
the  insured  or  any  one  acting  on  his  behalf,  shall 
hinder  or  obstruct  the  company  in  doing  any  of 
the  acts  referred  to  in  Condition  12,  or  if  the  claim 
be  made  and  rejected,  and  an  action  of  suit  be  not 
commenced  within  three  months  after  such  rejec- 
tion, or  (in  case  of  an  arbitration  taking  place  in 
pursuance  of  the  i8th  Condition  of  this  policy) 
within  three  months  after  the  arbitrator  or  arbitra- 
tors or  umpire  shall  have  made  their  award,  all 
benefit  under  this  policy  shall  be  forfeited. 

Reinstatement. 

14.  The  company  may,  at  its  option,  reinstate 
or  replace  the  property  damaged  or  destroyed, 
or  any  part  thereof,  instead  of  paying  the 
amount  of  the  loss  or  damage,  or  may  join  with 
a:iy  othi-r  ccmpany  or  insurers  in  so  doing;  but  the 
company  shall  not  be  bound  to  reinstate  exactly  or 
completely,  but  only  as  circumstances  permit  and 
in  reasonably  sufficient  manner,  and  in  no  case  shall 
the  company  be  bound  to  expend  more  in  reinstate- 
ment than  it  would  have  cost  to  reinstate  such  pro- 
perty as  it  was  at  the  time  of  the  occurrence  of 
such  loss  or  damage,  nor  more  than  the  sum  in- 
sured by  the  company  thereon. 

If  the  company  require,  and  whether  the  com- 
pany shall  have  determined  to  reinstate  or  not, 
the  insured  shall,  at  his  own  expense,  furnish  the 
cpmpany  with  such  plans,  specifications,  measure- 
ments, quantities,  and  such  other  particulars  as  the 
company  may  require;  and  no  acts  done  or  caused 
to  be  done  by  the  company  with  a  view  to  rein- 
statement or  replacement  shall  be  deemed  an  elec- 
tion by  the  company  to  reinstate  or  replace.  No 
amount  shall  be  payable  under  this  policy  unless 
th("  terms  of  this  Condition  have  been  complied 
with. 

If  in  any  case  the  company  shall  be  unable  to 
reinstate  or  repair  the  property  hereby  insured  be- 
cause of  any  municipal  or  other  regulations  in  force 
affecting  the  alignment  of  streets  or  the  construc- 
tion of  buildings,  or  otherwise,  the  company  shall, 
in  every  such  case,  only  be  liable  to  pay  such  sums 
as  would  be  requisite  to  reinstate  or  repair  such 
property  if  the  same  could  lawfully  be  reinstated 
to  its  former  condition. 

Subrogation  of  Rights. 

15.  The  insured  shall,  at  the  expense  of  the 
company,  do  and  corjcur  in  doing,  and  permit  to 
be  done,  all  such  acts  and  things  as  may  be  neces- 
sary or  reasonably  required  by  the  company  for 
the  purpose  of  enforcing  any  rights  and  remedies, 
<)]■  of  obtaining  relief  or  indemnity  from  other 
parties  to  which  the  company  shall  be  or  would 
become  entitled  or  subrogated,  upon  its  paying  for 
or  making  good  any  loss  or  damage  under  this 
policy,  whether  such  acts  and  things  shall  be  or 
h)ecome  necessary  or  required  before  or  after  his 
indemnification  by  the  company. 

Loss-Contribution  Clause. 

16.  If  at  the  time  of  any  loss  or  damage  hap- 
pening to  any  property  hereby  insured  there  be  any 
other  subsisting  insurance  or  insurances,  whether 
effected  by  the  insured,  or  by  any  other  person  or 
persons,  covering  the  same  property,  the  company 
shall  not  be  liable  to  pay  or  contribute  more  than 
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its  ratable  proportion  of  such  loss  or  damage.  The 
payment  of  any  premium,  or  the  issue  of  any  policy 
receipt  or  cover  note  shall  be  deemed  conclusive 
evidence  of  the  existence  of  other  insurance,  whether 
liability  under  such  other  insurance  be  disputed 
or  not. 

Conditions  of  Average  and  their  Application. 

17.  In  all  cases  where  an  insurance  is  declared 
to  be  subject  to  average,  the  following  clause  shall 
apply:  — 

If  the  property  hereby  insured  shall  at  the 
breaking-out  of  any  fire  be  of  greater  value 
than  the  sum  insured  thereon,  then  the  in- 
sured shall  be  considered  as  being  his  own 
insurer  for  the  difference,  and  shall  bear 
a  rateable  proportion  for  the  loss  accord- 
ingly. Every  item,  if  more  than  one,  of 
the  policy  shall  be  separately  subject  to 
average. 

In  all  cases  where  any  other  subsisting  insurance 
or  insurances,  effected  by  the  insured,  or  by  any 
other  person  or  persons,  covering  any  of  the  pro- 
perty hereby  insured,  either  exclusively  or  together 
with  any  other  property,  in  and  subject  to  the  same 
risk  only,  shall  be  subject  to  average,  the  insurance 
on  such  property  under  this  policy  shall  be  subject 
to  average  in  like  manner. 

Arbitration. 

18.  If  any  difference  arises  as  to  the  amount  of 
any  loss  or  damage,  such  differences  shall  inde- 
pendently of  all  other  questions  be  referred  to  the 
decision  of  an  arbitrator  to  be  appointed  in  writ- 
ing by  the  parties  in  difference,  or  if  they  cannot 
agree  upon  a  single  arbitrator,  to  the  decision  of 
two  disinterested  persons  as  arbitrators,  of  whom 
one  shall  be  appointed  in  writing  by  each  of  the 
parties  within  two  calendar  months  after  having 
been  required  so  to  do  in  writing  by  the  other 
party.  In  case  either  party  shall  refuse  or  fail 
to  appoint  an  arbitrator  within  two  calendar  months 


after  receipt  of  notice  in  writing  requiring  an  ap- 
pointment, the  other  party  shall  be  at  liberty  to 
appoint  a  sole  arbitrator ;  and  in  case  of  disagree- 
ment between  the  arbitrators,  the  difference  shall 
be  referred  to  the  decision  of  an  umpire,  who  shall 
have  been  appointed  by  them  in  writing  before 
entering  on  the  reference,  and  who  shall  sit  with 
the  arbitrators  and  preside  at  their  meetings.  The 
death  of  any  party  shall  not  revoke  or  affect  the 
the  authority  or  powers  of  the  arbitrator,  arbitra- 
tors, or  umpire,  respectively ;  and  in  the  event  of 
the  death  of  an  arbitrator  or  umpire,  another  shall 
in  each  case  be  appointed  in  his  stead  by  the  party 
or  arbitrators  (as  the  case  may  be),  by  whom  the 
arbitrator  or  umpire  so  dying  v^as  appointed.  Each 
party  shall  pay  his,  her,  or  their  own  costs  of  the 
reference,  and  a  moiety  of  the  costs  of  the  award 
(including  the  arbitrators'  and  umpire's  fees).  And 
it  is  hereby  expressly  stipulated  and  declared  that 
it  shall  be  a  condition  precedent  to  any  right  of 
action  or  suit  upon  this  policy  that  the  award  by 
such  arbitrator,  arbitrators,  or  umpire  of  the  amount 
of  the  loss  or  damage  if  disputed  shall  be  first 
obtained. 

Waiver. 

19.  No  provision  or  requirement  in  this  policy  re- 
quiring any  matter  or  thing  to  be  done,  or  to  be 
written  or  indorsed  hereon,  shall  be  deemed  waived 
by  reason  of  any  alleged  notice  or  waiver  which 
has  not  been  expressly  written  or  indorsed  hereon; 
nor  shall  the  company  be  deemed  to  have  waived 
any  provision  or  condition  of  this  policy,  or  any 
forfeiture  thereunder,  by  any  requirement,  act,  or 
proceeding  on  its  part  relating  to  the  appraisement 
of  any  alleged  loss,  unless  such  provision,  condi- 
tion, or  forfeiture  be  expressly  stated  in  writing 
to  be  waived  by  the  company. 

Notices. 

20.  Every  notice  and  other  communication  to  the 

comijany     required     by    these   conditions    must     be 
written  or  printed. 


Printed  and  Published  for  the  Government  of  the  Commonwealth  of  Australia  by  J.  Kemp, 
Government  Printer  for  the  State  of  Victoria. 
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